EXPORT CONTROL ACT EXTEN 


U 


i 


'T 


f 


HEARING ——_*#ne Room 


COMMITTEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 
EIGHTY-FIFTH CONGRESS 


SECOND SESSION 


ON 


S. 3093 


A BILL TO EXTEND FOR AN ADDITIONAL PERIOD OF 
TWO YEARS THE AUTHORITY TO REGULATE EXPORTS 
CONTAINED IN THE EXPORT CONTROL ACT OF 1949 


MARCH 13, 19558 


Printed for the use of the Committee on Banking and Currency 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 





COMMITTEE ON BANKING AND CURRENCY 


“ J.W. FULBRIGHT, Arkansas, Chairman 
A. WILLIS ROBERTSON, Virginia HOMER E. CAPEHART, Indiana 


JOHN J.SPARKMAN, Alabama JOHN W. BRICKER, Ohio 

J. ALLEN FREAR, Jr., Delaware WALLACE F. BENNETT, Utah 
PAUL H. DOUGLAS, Illinois PRESCOTT S. BUSH, Connecticut 
A. 8. MIKE MONRONEY, Oklahoma J.GLENN BEALL, Maryland 
JOSEPH 8. CLARK, Pennsylvania FREDERICK G. PAYNE, Maine 
WILLIAM PROXMIRE, Wisconsin CLIFFORD P. CASE, New Jersey 


J. H. YInGiineG, Chief Clerk 
ROBERT A. WALLACE, Staff Director 





™h 





= 


DEPOSITED BY THE 
WNITED STATES OF AMERICA 


CONTENTS 


B. weeesis =. oo etl. .4 2 Se a eee 
Statement of— 
Beale, W. T. M., Acting Assistant Secretary of State for Economic 
PE, cpa apn 5 inka neuen ated hs sunac kate cee 
Smith, Marshall M., Deputy Assistant Seeretary of Commerce for 
International ts # accompanied by Nathan Ostroff, Assistant 
General Counsel; Loring K. Macy, Director, Bureau of Foreign 
Commerce; and John C. Borton, Director, Office of E xport Supply, 
Bureau of Foreign Commerce, Department of Commerce 
Reports, statements, ete., submitted for the record by— 
Commerce Department: 
Letter to Vice President recommending extension_____._._._-- 
Iron Age, composite price of No. 1 heavy melting scrap----_---- 
List of exports exempted from control by Commerce Depart- 
Ss oe on oa ee calle Wade Mndawdewon a saan eae 
Statement of Mr. Smith : 
Legal enforcement activities. _________-_- ai 
“xport control violators___-___-- 5 al eapthde axoe ale 
Highlights of United States e xport ne ee ee 
PROM eee Or Rene. es oc coe adele ace eus cease 
Defense Department: Report on S. 3093 - 
State Department: Report on 8. 3093 
Treasury Department: Report on S. 3093 


18 
19 
21 
22 
28 
37 





EXPORT CONTROL ACT EXTENSION 


THURSDAY, MARCH 13, 1958 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10:07 a. m., Senator J. W. Fulbright presiding. 

Present: Senators Fulbright, Frear, Monroney, and Capehart. 

Senator Fusriaut. The committee will come to order. 

The Export Control Act of 1949 will expire on June 30, 1958. 
This act authorizes the President to prohibit or curtail the exporta- 
tion from the United States of articles, materials, or supplies, includ- 
ing technical data. The act provides that this authority may be 
used on the basis of three standards—national security, foreign policy, 
and domestic supply. 

It is under this act that shipments of strategic materials from the 
United States to the Soviet bloc are controlled and that shipments 
of all commodities from the United States to Communist China are 
embargoed. It is also under this act that exports of polio vaccine 
and a few other commodities have been controlled on the basis of 
short supplies. 

The President has delegated this authority to the Secretary of 
Commerce, who exercises it in consultation with a number of other 
interested agencies, including State, Defense, and Agriculture. 


Congress has been receiving regular quarterly reports on the admin- © 


istration of the act. The most recent report covers the period to 
December 31, 1957, and gives a general review of the administration 
of the act. 

The President recommended extension of the act in his budget 
message. Secretary of Commerce Weeks wrote to the Vice President 
on January 20, 1958, recommending a 2-year extension. The com- 
mittee has also received favorable reports on the extension from the 
Departments of State and Defense. 

he Treasury Department, which carries out much of the adminis- 
tration of the act through the Customs Bureau, has advised that it 
has no objection. 

I should like to insert in the record at this point the bill and the 
letters received on this subject from these agencies. 

(The bill and the letters referred to follow: ) 


[S. 3093, 85th Cong., 2d sess.] 


A BILL To extend for an additional period of two years the authority to regulate exports contained in the 
Export Control Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 12 of the Export Control Act of 1949 
(63 Stat. 7), as amended, is amended by striking out ‘“‘June 30, 1958” and inserting 
in lieu thereof ‘June 30, 1960’’. 

1 
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Tue SECRETARY OF COMMERCE, 
Washington, D. C., January 20, 1958. 
Hon. Ricuarp M. Nrxon, c 
es the Senate, : 
United States Senate, Washington, D. C. 

Dear Mr. Prestpent: The Export Control Act of 1949, as amended (50 
U.8. C. App. sees. 2021-2032), expires by its terms on June 30, 1958. I recommend 
that the Congress extend this law for another 2 years, and I attach a proposed 
draft bill to accomplish that purpose. 

Under this act, the Congress has authorized the regulation of exports of com- 
modities and technical data to the extent necessary to safeguard our security 
and our domestic economy, and to further our foreign policy. These controls 
are administered in the Department of Commerce, by delegation of authority from 
the President, and they are needed and used for all these purposes at the present 
time. More specifically, they are being employed to limit the volume of exports 
to *ll-destinations of a few important materials that continue to be in short 
supply and to prevent the European Soviet bloc from obtaining our strategic 
goods and technical-data. They are also used to implement the national policy 
as all economic relations with Communist China and North Korea, 

xports to friendly nations, on the other hand, even of strategic goods are sub- 
stantially free of export license controls except to the extent necessary to prevent 
diversion, transshipment, or reexportation to unauthorized destinations. 

The act provides for interdepartmenta] consultation in its administration, 
including the determination of what commodities should be controlled, to what 
destinations, in what manner, and to what extent. For this purpose, I have 
established an Advisory Committee on Export Policy on which are represented, 
among others, the Departments of State and Defense. It is our considered © 
judgment that world tensions are such.that export controls should not be permitted 
to expire on the present termination date of the act. The President stated most 
recently in his message on the budget, this is “‘a time of growing danger,” and, as 
we see it, under such circumstances, controls of this nature are clearly essential for 
the indefinite future. 

There is ample flexibility in the act to permit us to make any necessary changes 
in the scope and direction of export controls as and when conditions change, so 
that no other substantive amendments of the law are required. And, if at any 
time these controls should cease to be needed, they can be readily terminated, for 
section 12 of the act allows this to be done in advance of the specified termination. 
date either by concurrent resolution of the Congress or Presidential order. 

The attached draft bill would amend section 12 to change the present termina- 
tion date from June 30, 1958, to June 30, 1960. A similar extension was author- 
ized by Congress in 1956. it will provide for the minimum extension required 
from the viewpoint of efficient administration and enforcement, while yet pro- 
viding an opportunity for the next Congress to review the program and authorize 
its further extension if still necessary. ; 

For budgetary, planning, 2nd personnel ressons, and so that. no doubts may 
arise as to the continuation of the policies involved, I respectfully urge considera- 
tion of this recommendation by the Congress as early in this session as possible. 
We have been advised by the Bureau of the Budget that enactment of this legis- 
lation would be in accord with the program of the President. 

Sincerely yours, 
SiIncLAIR WEEKS, 
Secretary of Commerce. 


A BILL To provide for continuation of authority for regulation of exports, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 12 of the Export Control Act of 1949 
(63 Stat. 7), as amended by Public Law 33, 82d Congress (65 Stat. 43), Public 
Law 62, 83d Congress (67 Stat. 62), and Public Law 631, 84th Congress (70 Stat. 
407), is hereby amended by striking out 1958’ and inserting in lieu thereof 
**1960.’’ 
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DEPARTMENT OF STATE, 
Washington, D. C., March 7, 1958. 
Hon. J. W. Fuisricnat, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Deak SENATOR FuLBricat: Reference is made to your letter of January 27, 
1958, which was acknowledged by letter on January 29, requesting a report of 
Kath Control Act of 1949 

for an additional 2 years. 

The Department of State favors enactment of the proposed legislation, which 
would extend the Government’s authority to regulate exports of commodities and 
technical data for reasons of short supply or national security. Continuation of 
this authority is desirable in furtherance of United States foreign policy objectives 
and in fulfilling certain of the Government’s international responsibilities and 
commitments. While the United States has a traditional policy of seeking to 
promote trade and of avoiding undue interference with private enterprise, excep- 
tional circumstances may arise from shortages or from international developments 
which require limited controls on exports in the national interest. 

The Export Control Act provides part of the legislative framework.for the 
Government’s economic defense policy, which seeks to deny the acquisition: of 
strategic goods by the European Soviet bloe countries and imposes an embargo on 
commercial transactions with Communist China and North Korea. This policy is 
responsive to the tense world situation created by the threatening actions of the 
Sino-Soviet bloc, and it is in the interest of this country and the free world to con- 
tinue the defensive measures thus provided so long as the present world tension 
continues. 

The United States has been associated for a number of years with other major 
trading nations of the free world in a multilateral approach to this international 
problem. The program of economic defense has progressed simultaneously with 
the cooperative program of military defense and is intended to insure that trade 
conducted with the bloc countries serves the real economic and security interests 
of the free world. The proposed legislation would not only enable the United 
States to maintain its own export controls but would also be of material help to 
the United States in obtaining the cooperation of other free world countries in 
carrying out similar measures. 

The Department has been advised by the Bureau of the Budget that there 
would be no objection to the submission of this-report and that legislation extend- 
ing the Export Control Act would be in accord with the program of the President. 

Sincerely yours, 
Wivuram B. Macomper, Jr., 
Assistant Secretary 
(For the Secretary of State). 





Treasury DeparRtTMENT, March 7, 1958. 
Hon. J. W. FuLBRIGHrT, 
Chairman, Committee on Banking and Currency, 
: United States Senate, Washington, D. C. 


My Dear Mr. CrarrMan: Reference is made to your request for the views 
of this Department on 8. 3093, to extend for an additional period of 2 years the 
authority to regulate exports contained in the Export Control Act of 1949. 

The proposed legislation would extend until June 30, 1960, the authority to 
regulate exports contained in the Export Control Act of 1949. The authority 
will terminate on June 30, 1958. 

& This Department would have no objection to the enactment of the proposed 
legislation. 

This Department has been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your committee and 
that enactment of legislation extending the Export Control Act would be in 
accordance with the program of the President. 

Very truly.yours, 
A. GILMORE FLUEs, 
Acting Sécretary of the Treasury. 
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GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., March 12, 1958. 


Hon. J. W. Fu.sricart, 
Chairman, Committee on Banking and Currency, 
United States Senate: 

Dear Mr. Cuarrman: This is in reply to your request to the Secretary of 
Defense for the views of the Department with respect to 8. 3093, 85th Congress, 
a bill to extend for an additional period of 2 years the authority to regulate 
exports contained in the Export Control Act of 1949. 

e proposed extension for 2 years of the Export Control Act of 1949 is strongly 
supported by the Department of Defense. This legislation has worked effectively 
for several years, and this Department has found no difficulties arising from its 
administration by the Department of Commerce. It is foreseen that the condi- 
tions giving rise to the need to control exports from the United States in order to 
protect its security will continue for at least 2 years. 

The Bureau of the Budget has advised that enactment of S. 3093 would be in 
accord with the program of the President and that there is no objection to the 
submission of this report. 

Sincerely yours, 


Rosert DecHeErt. 

Senator Fu.prieut. Our first witness today is Mr. Marshall M. 
Smith, Deputy Assistant Secretary of Commerce for International 
Affairs. 

Mr. Smith, we are glad to welcome you once more before the com- 
mittee. You may proceed with your statement. You have a written 
statement, I believe. 

Mr. Situ. Yes, Mr. Chairman. 

Senator Futsricur. Do you wish to read it, or could you sum- 
marize it and insert the whole statement in the record? 

Mr. Smitru. Whichever you prefer, sir. 

Senator Fu_serieut. I thought in the interest of saving of time 
you might summarize it. You know this subject pretty well, I think, 
and you might put your written statement in the record. It will all 
go in if you care to do that. 

Mr. Smirn. Very good, sir. 


STATEMENT OF MARSHALL M. SMITH, DEPUTY ASSISTANT 
SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS, 
ACCOMPANIED BY NATHAN OSTROFF, ASSISTANT GENERAL 
COUNSEL; LORING K. MACY, DIRECTOR, BUREAU OF FOREIGN 
COMMERCE; AND JOHN C. BORTON, DIRECTOR, OFFICE OF 
EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE, DEPART- 

- MENT OF COMMERCE 


Mr. Smiru. This act, which expires in June of this year, is, in the 
opinion of the Secretary of Commerce, useful for several reasons. 

The act protects our economy from ‘the excessive drain of scarce 
materials, which over the past several years has been quite effective. 
The situation in respect to materials, particularly raw materials, is 
one of considerable change. We have witnessed periods of short sup- 
ply, and currently we have a period where supplies are relatively easy 
In most areas. 

In that connection, I should like to mention that at present we are 
controlling iron and steel scrap, certain kinds of nickel scrap, rerolling 
rails, Salk vaccine, diamond bort, and the type of control over these 
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items varies. The control over iron and steel scrap is under open-end 
licensing control, which sets no actual quota. 

The reason why we conduct an open-end control is because there 
is still—on the basis of a study made by the Department of Com- 
merce with the assistance of the Battelle Institute—the implication of 

a possible long-term deficiency in heavy melting scrap, although the 
caiaieth situation is one in which there is no shortage. It is felt that 
we ought to keep this under close observation, and, hence, the term 

“open-end licensing procedure.” 

In the case of nickel, since the U nited States is not a producer os 
nickel to any extent and since we are so largely dependent on imports, 
export of pure nickel and scrap containing more than 95 percent nickel 
is subject to restriction. 

In the case of Salk vaccine, we are guided there very largely by the 
Department of Health, Education, and Welfare. The demand-supply 
situation in that situation has been very variable, and, since the de- 
mand is seasonal, the Health Department feels, since there are still a 
very large number of people who have not availed themselves of it, 
that it may be assumed that there will be a demand in excess of the 
supply. The supply also is highly variable because of the extremely 
careful control exercised over its production, so that there is no 
certainty at any given time just what the supply situation will be. 

The rerolling rail problem is one of definite short supply. 

Senator Futpricur. What does that mean? What is a rerolling 
rail? 

Mr. Situ. Rerolling rails are rails that are discarded by the rail- 
roads as being no longer serviceable. Then they are put through a 
rolling mill and converted into bars, particularly in the Southwest 
where these bars are used for construction purposes—that is, rein- 
forcing bars. 

Because the Southwest depends so largely on this local supply and 
since it is so far away from the main source of steel in Pittsburgh and 
Chicago, as a regional problem it is one of considerable importance. 
Without this control, it is obvious, as. experience shows, that there 
would be a real shortage. There have been shortages, and this control 
is designed to maintain a normal supply-demand relationship for that 
particular commodity. 

I think that that summarizes the situation from the standpoint of 
short supply. 

The main concern of our Department today is in respect to strategic 
control. We have made some modifications in the controls designed 
to prevent the flow of strategic goods to the Soviet bloc and to enforce 
our embargo against Communist China. 

These changes most particularly relate to easing of the controls in 
respect to Poland and putting under general license to other countries 
in the Soviet bloc definitely nonstrategic items. That was accom- 
plished by establishing a general license for such commodities for 
shipment to the U.S. S. R. and the other satellites. 

As a résult of this easing of controls toward Poland there has been 
a substantial increase in our exports to Poland. These exports, how- 
ever, are very carefully screened. ‘The interest of Poland, as so far 
evident to us, is not generally in strategic goods. They have a great 
demand for other things, and we find’ no great difficulty in dealing 
with that demand. 

23126—58——2 
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I might also add that in the area of enforcement of these strategic 
controls we have continued to tighten our enforcement procedures, 
and I might also add that in this process we have received very good 
cooperation from United States exporters and carriers. 

Mr. Chairman, I would like to conclude, if I may, by reading an 
excerpt from a letter of the Secretary of Commerce addressed to the 
Vice President, with respect to this renewal of the Export Control Act, 
in which.he stated, and I quote: 

* * * Tt is our considered judgment that world tensions are such that export 
controls should not be permitted to expire on the present termination date of the 
act. The President stated most recently in his message on the budget this is 
“a time of growing danger,” and, as we see it, under such circumstances, controls 
of this nature are clearly essential for the indefinite future. 

There is ample flexibility in the act to permit us to make any necessary changes 
in the scope and direction of export controls as and when conditions change, so 
that no other substantive amendments of the law are required. And, if at any 
time these controls should cease to be needed, they can be readily terminated, 


- for section 12 of the act allows this to be done in advance of the specified termina- 


tion date either by concurrent resolution of the Congress or Presidential order. 


Senator Futsrient. Mr. Smith, do you have any plans to relax 
the embargo on shipments to Communist China? — 

Mr. Smirx. No, Mr. Chairman. We have not at the present time. 

Senator Funpricut. Are you familiar with any recent trade agree- 
ment between Japan and Communist China? 

Mr. Smiru. I am not familiar with any details. In fact, I was not 
even aware that there had been a formal agreement negotiated. I 
knew there was some discussion, but I am not familiar with that. 

anne Deputy Assistant Secretary Beale could enlighten .us on 
that. 

Senator Fuutpricur. I. thought I read in the press that they had 
made an agreement. You think that is in error? 

Mr. Sairu. I could not say, really. 

Senator FuLLBricHt. You do not know? 

Mr. Situ. I knew there. has been some discussions, but I did not 
know it had been consummated. 

Senator Futsricut. This presents us with a very difficult situation, 
does it not—that relationship between ourselves and Communist 
China and our allies; Japan specifically? 

Mr. Smiru. Yes; we recognize the inherent difficulties. 

Of course, this was all dealt with at an international conference just 
about 1 year ago, at which time various countries in this international 
organization called COCOM decided that there was no reason from 
their point of view to have a different degree of control applied to 
China as compared to the Soviet Union. We did our best to persuade 
them otherwise, but 1 am.sorry to say we were unsuccessful. 

Senator Futricut. If the Japanese do conclude a trade agreement, 
that would go very far toward nullifying the effect of any embargo 
that we impose; would it not? 

Mr. Smiru. Well, we have the impression that there are two things 
that work in our favor. . 

Firstly, China does not produce any great amount of exports and, 
therefore, has no great amount of purchasing power. They have lost 
many of the markets. which were enjoyed traditionally by China. 
There have. been many substitutes. 
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It is considered today that, even if we were to lift the embargo, 
China would have very little means at its disposal for purchasing 
our goods. And I think to some degree, to a very considerable 
degree, that applies likewise to Japan and other countries. 

As a matter of fact, we have heard reports to the effect that the 
representatives of the United Kingdom. were quite disappointed as a 
result of their missions to China. 

Senator FuLsprieut. That being so, why do we go to all the trouble 
of exercising an embargo if it really does not mean much? Why do 
we not just disestablish this organization to supervise an_ activity 
which would not amount to anything if it did not have supervision? 

Mr. Smiru. I think that is purely a political problem. 

Senator FuLtsrieur. A political problem? 

Mr. Smiru. Yes, sir. 

Senator Fu.tsricut. I am inclined to agree with you. 

Tell me, how much does the administration of the Export Con- 
trol Act cost? Have you an estimate of what the cost to the Gov- 
ernment is? 

Mr. Smiru. Yes; we know that. 

Senator Futsricut. What is it? 

Mr. Smrru. Our appropriation is $3,060,000. 

‘Senator Futpricut. How many employees are engaged in this 
activity? 

Mr. Smiru. There are .269, plus the people who are specially 
delegated from the Customs Service and for whom we pay out of our 
appropriation. 

Senator Futsrieut. If | understand this correctly, these are people 
' whom you would assign to other duties or release, if you had no export 
control? Are these people who give only part of their time to the 
supervision of this act? 

Mr. Sairu. No, these are full-time employees, Mr. Chairman. 

Senator FULBRIGHT. Under this program? 

Mr. Smiru. Yes, sir. 

Senator FuLtpricur. And it is fair to say, then, that if this pro- 
gram were not extended, if it were discontinued, there would be that 
saving in the budget and that many people’s services dispensed with? 
Is that right? 

Mr. Smrrn. I think that is pects close to correct; yes, sir. 

Senator FuLprieut. And yet, in some aspects at least, specifically 
the embargo on China, it is very doubtful whether it has any sub- 
stantial value, is it not? As you say, it is a political matter. 

Mr. Situ. I would not want to express an opinion, because this 
comes within the scope of the State Department’s activities. 

“gm FuLpricut. Yes. 

Mr. Smiru. And they made the appraisal. Of course, the act re- 
quires that we exercise control in.order to serve our foreign policy. 

Senator Futsrieut. That is with regard to the embargo on China. 

Now, the other aspect of your activity, control of exports of scrap, 
Salk vaccine, rerolling rails, and nickel is entirely different. That has 
nothing to do with the embargo on China. That is to assure adequate 
supplies for our own economy? Is that correct? ? 

Mr. Suiru. That is correct; yes, sir. 

Senator Futsrieut. Do you feel that that activity is well worth 
while? 
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Mr. Smrru. I do; yes, sir. 

Senator Futpricur. Is there any way for you to distinguish or 
— the cost between this latter activity and the embargo on 

ina? 

Mr. Smrru. I would like to ask Mr. Borton, who is the Director of 
Office of Export Supply, to answer that question. 

Mr. Bortron. Mr. Chairman, that could be no more than a rough 
estimate because of the fact that the.same people are concerned with 
the administration of both parts of the program. But at the present 
time I would extimate that the short supply work, as we would call it, 
would be certainly not more than 10 percent and not less than 5 per- 
cent of the total workload of our office. 

Senator Futsricurt. I see. 

Mr. Suirn. The other 90 to 95 percent is directed toward the secu- 
rity controls. 

Senator Futsrieut. Security controls. 

Mr. Suirx. Mr. Chairman, may I make a further comment? 

Senator Futsricnt. Yes. 

Mr. Smrru. About this matter of the embargo. : 

Senator Futspriaut. Go ahead, Mr. Smith. We have Senator 
Monroney, the chairman of the subcommittee, with us now. . 

Mr. Sartre. With reference to the China embargo, that does not 
involve the employment of many people. ihveieubr, with no move- 
ment of goods, there is nothing to control. - 

Senator Fu.spricar. Yes. 

Mr. Situ. It is merely an enforcement activity pretty largely. 

So that when we are talking about the use of the manpower, it is 
primarily directed toward controlling trade with the Soviet Union 
and its satellites. 

Senator Futsricur. In strategic materials? 

Mr. Smira. Yes, sir. 

Senator Futpricut. Is the justification for that program also 
—, That is, the justification comes to you from the State and 

efense Departments? It did not originate with you? 

Mr. Smitx. That, of course, is basically true. ‘However, we have 
other agencies that ‘participate and are represented in the "Advisory 
Committee to which the Secretary of Commerce looks for guidance 
in all these matters, so that State and Defense Departments, Agri- 
culture, Treasury, Office of Defense Mobilization, and other agencies 
all have an opportunity to express themselves. 

Senator Futsricur. Has this committee met recently and affirma- 
tively reasserted the importance of this program of maintaining this 
program of control of strategic supply to Russia? 

Mr. Smiru. Yes, sir. 

Senator Futsricur. How recently? When was the last time they 
reviewed that? 

Mr. Smrra. Well, I must add a further explanation here. This 
committee that I just referred to advises the Secretary, but in terms 
of strategic scnitatihe we also receive advice from the Economic Defense 


Advisory Committee which is under the general direction of Deputy 
Under Secretary Dillon, who is the current Battle Act Administrator. 
So that we get advice, if you will, from two sources. 
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Senator Futsprient. I wonder about the recent agreement with 
Russia with regard to the exchanges of professors, students, films, other 
commodities, or at least activities. You are familiar with that? 

Mr. Smrru. Yes, sir. 

Senator Futsricur. Was that considered along with everything 
else in arriving at a decision as to extending this act? 

Mr. Smira. Yes, sir. 

Senator Futsricur. Does it occur to you there is some apparent 
inconsistency between the right hand squeezing off or preventing these 
strategic machines or materials going there and the other one encour- 
aging exchanges of scientists. The people, in other words, who 
manufacture and who generate these activities? 

Mr. Smiru. Well, we are aware of this possible inconsistency. 
And difficult though it may be, we are able, nevertheless, to give some 
effect to the security aspects. 

Obviously, merely visiting an installation—and to date these visits 
have not involved strategic items. But assuming that they may, I 
might say that merely visiting an installation cannot be compared 
with the acquisition of the equipment or the detailed drawings and 
other technical data over which we exercise control. 

Senator FuLsricut. One last question about the price of serap. 
That has been one of the most controversial items. People have 
different views. Can you put in the record the situation with regard 
to scrap, steel scrap? 

Mr. Smirn. Yes; we would be glad to give you a summation of it, 

Senator Futsriext. You can just summarize it. I have a list here. 
Summarize it so the record will show what has happened to it. 

Mr. Smiru. The highest price for heavy melting scrap in 1956 was 
reached in November, when the price published as the composite 
price in Iron Age, which is the authority, was $65.17 per gross ton. 

Since that high peak of November of 1956, the price has declined. 
It reached a low of $32 in November of 1957, and on March 11 it 
had risen back to $37.33. 

Would you like that for the record? 

Senator Futsricut. Yes, please. The clerk will accept that. 

(The list referred to follows:) 


Iron Age composite price of No. 1 heavy melting scrap, 1956 through Mar. 11, 1958 


Doliars Dollars 
per gross per gross 
ton ton 

1956—January 50. 83 | 1957— March : . 44.17 
February _-__. 47. 83 April . 44.17 
March... -__,- 53. 67 May ' 50. 83 
not... 53. 17 June 54. 50 

May 45. 83 July ....2 B8550 
June__-_ id cult 44, 83 August 3 iad 50. 17 
SNPS kk cw daes _ 52. 67 September_- cons OSS 
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Senator Monroney. Export controls, as I understand it, are both 
for protection of our economy and, against the potentials of war- 
creating or war-building facilities. Is that correct? 

Mr. Suiru. That is correct, Mr. Chairman. 

Senator Monronry.:At the present time we are exercising them 
very little on the economic side, but at times it is very important to 
avoid the creation of sudden shortages that would to a terrific 
impact on our economy. Is this correct? 

Mr. Suirn. That is correct, sir. 

Senator Monronry. I remember one time shortly after World 
War IJ—it is strange to say this now during the days of oversupply— 
when the Congress was very much concerned with the export of wheat. 
To get a shipload of wheat exported from one of the Oklahoma grain 
dealers required about as long as it would, 2 erage to increase the 
price supports now under the surplus of wheat 

But it is a protection to our economy against an overdrain on items 
in the economy that might suddenly become in short supply. 

Mr. Samir. One other very good example was the series of strikes 
in the copper mines, starting in Rhodesia and extending to Chile 
and finally a series of strikes in the United States, one following 
closely after the other, with the result that about a year and a half 


ago the price of copper soared to fantastic heights. Not only was 


the price very high | ut copper was just unobtainable. In order to 
keep some of our mills operating, we had to put very severe restric- 
tions on the export of copper. 

Senator Monroney. You have no control over imports, however? 

Mr. Smiru. No, sir. 

Senator Monroney. I am worried about the excessive flow. of for- 
eign oil which is creating a decrease in our domestic oil supplies, 
according to the New York Times of yesterday. I presume I will 
have to talk to somebody else on that? 

Mr. Suirn. Yes. I am afraid we are not competent to deal with 
that. 

Senator Monroney. There are.no restrictions on export of oil? 

Mr. Smiru. No, sir. 

Senator Monroney. Even lube oil? 

Mr. Smiru. Except to the Soviet Union and their satellites. 

Senator Monroney. Of course, they are larger exporters today than 
we are. It would perhaps serve some purpose in some certain places 
to have controls, if we need to, to use against exports of aviation gas 
or special jet fuels. 

Mr. Sairu.: Yes; we control all of these refined products. 

Senator Monroney. There is no prohibition though today against 
ship ing refined products to the Soviet bloc, is there? 

Mr. Smiru. Oh, yes; aviation gasoline is definitely restric ted. 

Senator Monroney. Do you have any indication that the Soviets 
with all their Migs and their Ilyushin bombers and new jet heavy 
bombers, in which they are apparently far ahead of us, are short in 
any degree i in any kind of fuels? 

Mr. Smiru. Yes, sir. 

Senator Monroney. They are? 

Mr. Siru. It is very strange. Russia is full of paradoxes. Ob- 
viously, they produce high-octane gasoline, but they do not produce 








EXPORT CONTROL ACT EXTENSION ll 


enough of it to take care of the requirements for normal types of 
vehicles. 

The report we have is that the octane of the gasoline available for 
motor trucks and passenger cars in the Soviet Union is very inade- 
quate. In fact, we recently authorized a shipment to Poland of a 
substantial quantity of tetraethyl lead for the use of their civilian 
economy, since we consider Poland in a somewhat different category 
from the Soviet Union. 

It is rather paradoxical but I think quite true. 

Senator Monroney. Where do we wind up then? Do our friendly 
nations, say in the NATO area, prohibit the shipment of refined 
petroleum products to Russia, or are we just the fall guy who says, 
“Well, we are not going to let our American producers ship it in, but 
you can buy it from England or Holland or Belgium’? 

Mr. Smiru. Mr. Chairman, this is one of the internationally agreed 
embargo items. I might mention that we are not alone in this field 
of export control. There are 15 countries altogether who participate 
jointly in the exercise of embargoes and quantitative controls for 
strategic purposes. 

Senator Monroney. Most of that list, however, deals with military 
equipment, such as tanks and armed vessels and gun carriers and pro- 
pellants and explosives, things of that nature? 

Mr. Smiru. No, it covers a good many other items, industrial 
items. I can tell you generally the areas that are covered. 

The international list presently covers certain machine tools, 
electrical generating equipment; some military vehicles, four-wheel- 
drive vehicles. It covers a large number of electronic items, instru- 
ments, scientific instruments, chemicals, and metals. 

Senator Monroney. I notice there are categories A and B. Can 
you distinguish briefly the difference in treatment between these two 
categories? 

Mr. Smiru. Well, Mr. Chairman, I am not responsible for the 
administration of the Battle Act, but I will do my best from memory, 
if you wish, to indicate merely that the category A items are those 
items on which we are required to withhold aid in the event they 
should be shipped by a friendly nation to the Soviet bloc. Category - 
B items allow the President some discretion. 

Senator Monroney. The category A items are items that we have 
control over the release of for export, do we not? 

Mr. Smiru. Well- 

Senator Monroney. I mean this act does not list these items? 
It is merely a regulatory list that you prepare and change from time 
to time, I presume? 

Mr. Smitn. No, Mr. Chairman. You are getting into an area which 
is outside of our jurisdiction. What you are referring to, I believe, is 
the Battle Act list, which is administered by the State Department. 

Senator Monroney. If we fail to pass this act, would the State 
Department still have the power it needs to administer the Battle Act? 

Mr. Smirn. Well, if we had-‘no Export Control Act, obviously, the 
other countries that participate would feel that it would be a futile 
exercise. 

The acts are related. The Battle Act and the Export Control Act 
form a 
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Senator Monroney. But the Battle Act applies to countries which 
are receiving our aid; does it not? 

Mr. Smitu. That is correct. 

Senator Monroney. So if we pass the extension of this act, it 
would have nothing. to do with the continuation of the Battle Act or 
the limitations that are contained therein? 

Mr. Smiru. It would not directly. Indirectly it would have a con- 
siderable effect, because it would leave the Battle Act as a sort of 
hollow shell. 

Senator Monronery. The thing that I am worried about is this: 
We are talking now about diplomatic arrangements for an agenda for 
a meeting at the summit. I think it is rather clear to all of us that 
the administration is moving toward a lessening of tensions between 
the Communist bloc and ourselves.. Are we, in the administration of 
this act, keeping an artificial and an unnecessary prohibition or em- 
bargo on many items of normal trade which Russia can get adequately 
and easily anywhere she wishes, while we still maintain the fiction of 
damaging her economy or her war potential through export controls? 

Mr. Smirn. May I say, Mr. Chairman, in that respect that this 
Export Control Act is closely tied to the international list to which 15 
NATO countries and Japan adhere. The only items that we control 
or, let’s say, prohibit for shipment to the Soviet Union and certain of 
its satellites are items which we can ourselves effectively control 
without support of our allies. 

So that the difference between the international controls to which 
the Battle Act refers and our own controls is not very great. 

Senator Monroney. I still do not quite find where the Battle Act 
integrates with our control. I wish you would amplify that a bit. 

Mr. Surru. Well, we are members in this 15-nation pact. To be 
able to participate in that, we necessarily have to exercise the degree 
of control at least equal to that of the other participating countries. 

Now, the Battle Act administrator, who acts as our Government 
mechanism for our participation in this, could not be very effective, 
nor could the Battle Act be very meaningful, if we were to allow goods 
to go uncontrolled and at the same time apply penalties against 
countries that did the same thing. 

There is a close relationship or at least you might say a minimum 
amount of consistency necessary in the exercise of the two laws. 

Senator Monronrey. But we would not then be permitting our- 
selves to export such old-fashioned things as revolvers and pistols or 
rifles? We could export, under our present export controls, types of 
aluminum or types of heat-resisting metals and other things that could: 
be very useful to Russia in the IRBM or ICBM field; could we not? 

Mr. Smiru. No, sir. Nickel is under complete embargo: That is 
one of the principal heat-resisting metals. So is molybdenum. So is 
titanium. As far as aluminum is concerned, that is, all aluminum 
alloys, they are under embargo. It is only soft aluminum, and that, 
I think, is under quantitative control, if | am not mistaken. 

Senator Monroney. Is there any evidence that Russia is short in 
titanium or molybdenum or any of the other—— 

Mr. Smiru. Yes, sir. 

Senator Monroney. I thought they were richer, perhaps, in metals 
than we are. ; 
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Mr. Situ. They are in some metals, and they are deficient in 
others. We are the principal world supplier of molybdenum, and 
Canada is the principal world supplier of nickel. Russia has a de- 
ficiency in respect to both. 

Also I might mention the case of borax, which is under international 
embargo and in which the Soviet bloc is deficient. I think their 
efforts to divert supplies give proof of that deficiency. 

Senator Monroney. Well, take borax for example. If Russia 
wanted borax, could she not buy outside of the 15 nations that are 
under the Battle Act and ship it in through Latin America and then 
transship it to Russia? 

Mr. Smiru. Well, as I said, the United States is the principal source 
of supply. There are some marginal sources available in 1 or 2 other 
countries but inadequate for the purposes that they have in mind. 
We have been successful in preventing diversions. 

Senator Monroney. I just wonder how successful. We read they 
are apparently far ahead of us in aircraft development, in ballistic 
missiles, in solid fuel propellants and many other things that we seem 
to have on the embargo list; they seem to be doing better than we are 
in ave of our embargo. 

r. Smira. Of course, when you say “doing better,” I think you 
have to take into account both the qualitative and the quantitative 
concept. I would not pretend to pass judgment on their defense 
capabilities, because, first, I do not pretend to know anything about 
it. And secondly, if I did, I would not be free to divulge it here. 

But I would say that there is a great dea] of intelligence that would 
I think justify the continuation of our controls, but I could not make 
it available in this hearing. 

Senator Monroney. Of course, I am in sympathy, as I said in the 
beginning, with the idea of export controls, but I sometimes wonder 
whether we are actually withholding long-range war potentials from 
them, or whether we are helping them to create their own sources of 
supply, their own facilities for metal refining, for example, by denying 
them the product and thus causing them to create inside of Russia a 
war-potential-producing plant that they will have there forever as a 
war potential. 

In other words, maybe in some cases they will é¢stablish sources in 
Red China, for example. Of course, we do not know what is going 
on there because our reporters are not allowed in under our present 
policy. 'We do not know what metals are available within the 
Communist bloc, particularly when we get to the Far East. 

If by failing to ship tons of cargo of the finished product we create 
or cause reason for the creation of basic production within Russia, 
will we then be aiding their potential with this export control over 
molybdenum, we will say? 

Mr. Smita. Well, Mr. Chairman, that is a thesis that has been 
advanced. My own experience leads me to believe that that does not 
stand up, in spite of the outward evidence that we see demonstrated 
and what the Soviets tell us about themselves. 

I can assure you that we do have sources of information, that we do 
not exercise controls lightly and without justification and factual 
support. But I just cannot discuss that here. 

Senator Monroney. Several months ago there was much publicity 
- about some of our more progressive oil producers getting licenses from 
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Russia for the production and manufacture of a very fine oil-drilling 
bit, which most of my oil friends say is far superior to anything that. 
we, the greatest oil-producing country in the world, have ever — 
developed. 

Is that in accordance with the information you have? 

Mr. Smiru, This.is a case with which I am quite familiar. 

Senator Monroney. Well, at least. that was what I read in the 
newspapers. ; 

Mr. Smiru. [ might say, Mr. Chairman, that we spent a good many 
months investigating this case, We talked not only with the applicant 
but with many other people, including some of his competitors. We 
know also that successful apparatus de similar character is produced 
in France. I visited the see personally. 

The sum total of information indicated to us was that while the 
equipment the Russians produced was good it is not unique. That 
same technology is available from France. And it was a case pri- 
marily of weighing what we would lose by allowing our technology 
in respect to drill bits to go in exchange for something of use, of value 
undoubtedly, but, which could be procured without the loss of our own 
technology from France. 

Senator Monronny. I am glad you mentioned the loss of our own 
technology. I happen to know that many of our oil companies who 
are the most expert in oil technology are operating in all parts of the 
world, particularly in the Middle East. You will find, probably, more 
oil technicians in Cairo today working out in the Sahara than you will 
in Texas. You will find Halliburton operating in almost every country 
of the world excepting the Iron Curtain countries. 

There is no security attached to these devices. Once they go into 
an oil field they are as wide open as today’s newspaper. A driller 
may be a native of the country. He could be a Russian engineer or 
anybody else. I do not think we have the advantage of security 
Cepeea production men. A strong back and a little know-how are 
enough. 

Are we not being a little ridiculous when we think that, sitting here 
in Washington, we can keep our oil technology and equipment, let us 
say, which is at work around the world, from reaching Russia? By 
the fiction of not wishing to deal with Russia on a superior product— 
which I do not know except that the companies that have been inter- 
ested in this bit seem to think it is the best thing in the world—we 
refuse to work out a trade deal where they have something to give 
and we have something to give, and it would open up oil-field supplies 
to an interchange of that which is in the public domain anyway. 

Mr. Smiru. Well, the final outcome of this whole thing was that 
the Russians eventually furnished what the American applicant 
wanted and they gave nothing in exchange so far as we know. 

Senator Monroney. I am not looking at this just as the hard fact 
of export control. Sooner or later our foreign ministers are going to 
have to sit down and do a little bargaining. if we are going to have 
anything to talk about at the summit. 

Personally, I do not think there is going to be too much we are 
going to be able to do about complete ground inspection of atomic 
energy, ballistic missiles, and things like that. I am just wondering 
if there is not perhaps too much massive rigidity in the field, main- 
taining fiction versus fact, in trying from our own standpoint to. 
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strengthen an iron curtain between the two countries on things that 
are going back and forth anyway. : 

Mr. Smita. Mr. Chairman, that concerns us, and it concerns the 
Secretary. We have discussed this, you might say, almost continually 
for the last many years. 

We make every effort to take these controls out of the realm of 
uncertainty, and we do not exercise our individual judgments in a 
haphazard fashion. 

n the case of this rotary drill, hydraulic drill apparatus, and in 
the case of the bits, we consulted with many other companies, pro- 
ducers, and the sum total of all information we got brought us to the 
conclusion that American drill bits incorporated metallurgy, heat- 
treating, and other technology which was not readily extractable. 
In other words, you could have a bit but you could not produce an 
identical one without knowing all the metallurgy and other technology 
that is secretly guarded by the manufacturer. 

It was on that basis and also because of the fact that drillin 
apparatus is internationally embargoed. If we were to have decide 

‘otherwise, we would still have had to go to the international group 

and get their approval, and that would have probably resulted in 
lessening the control internationally, not only in respect to petroleum 
apparatus, but in respect to many other items. 

enator Monroney. We are engaged today, among other phases of 
the cold war, in an oil production war. We find that in spite of all of 
our embargoes, in spite of all of our regulations, that Russian petro- 
leum potentials within the Iron Curtain countries have gone up far 
faster than ours. By the fiction of quarantine of ideas and inter- 
change of materials, are we not possibly straining at a gnat and 
swallowing a camel, in that we are not only perpétuating the tenseness 
of the cold war by economic warfare but the end result is worsening 
our condition and benefiting Russia’s? 

I am merely trying to develop this so that someone—perhaps in the 
State Department—lI am sure it is not in your shop—will try to see 
if there are pine that from a practical, reasonable standpoint could 
be dispensed with. 

I read in the paper someplace that someone in this administration 
had advocated more interchange of scientific data. If we are going to 
interchange scientific data, if we are going to welcome their scientists 
and they are going to welcome ours, we are going far beyond the 
lower level of technical development, but still we maintain a fiction 
that we are quarantining the Russians against knowledge. 

It seems to me we go back to some 15 years ago by this policy, 
where everybody looked on the Russians as a bunch of stupid 
peasants—I for one did so. But after Sputnik I, and particularly 
after Sputnik IT, I have begun to wonder if we are far underestimating 
the scientific, industrial, technical progress that they have made and 
if we are living in sort of a focl’s paradise when we say, ‘‘We are not 

oing to ship you any plans for our bicycles, even though you are 
uilding jet-propelled transports that fly the world airways today and 
ours are still on the production line.” 

Mr. Smitu. Well, Mr. Chairman, that is, if I may say so, in general 
a matter of public knowledge. But there is a great deal of deficiency, 
nevertheless, which I am not at liberty to divulge. I mean the 
things you can see when you make a judgment on those things would 
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not I am sure lead you to the same conclusion as the things that you 
cannot see which I am not permitted to talk about. 

But I would say one more thing if I may about export control. 
The Russians obviously have been and still are most anxious to elim- 
inate controls, our controls, but they are not talking about eliminating 
their controls, They will continue to control—and more severely 
than we ever dreamed of controlling. And how are we to match wits 


- with them if we have no tools to work with? 


Senator Monroney. I again go back to agreement that the Export 
Control Act is necessary. i am talking of the wisdom of its adminis- 
tration—not through your shop particularly, because I do not think 
you make these decisions. I think they are made on the State Depart- 
ment level. But I just wonder how long it has been since the State 
Department updated the things that we know have taken place in 
Russia, technically and from a practical standpoint, and if there may 
not be an area, as the administration looks for bargaining positions, to 
bargain on things maybe less detrimental to us than the testing of the - 
hydrogen bomb or other things that we consider of prime importance 
to our defense posture. 

Could you say or would you say that there are things that need to 
be updated in our export control administration which today reach 
the point of being almost ridiculous in the light of world knowledge 
of Russian technology? 

Mr. Smita. Well, I can only say that our controls are constantly 
under review, and we are constantly taking items off the controlled 
list and adding items to the list. 

Perhaps Mr. Borton could tell us what changes have taken place 
in numbers of items over the past 2 years. It would give you some 
idea that this is not a static operation. 

Mr. Borton. Mr. Chairman, these are merely the numbers of items 
which appear on what we call our positive list. That is the list of 
items which are identified either because they are strategic or are in 
short supply and therefore require an export Hioense even to friendly 
countries and, of course, to the Soviet bloc as well That is not a 
measure of the importance of the items. It merely gives a clue as to- 
the way the list has changed. 

In January of 1955 there were 807 items, at January'1 of 1956— 
there were 913, and there have been changes throughout that period, 
but this is just to give you the feel of the thing; in January 1957, 946; 
at the present time, 936. 

The list is reviewed almost constantly and changes are made in it 
as it is found that some items have gained in strategic importance 
and many others have lost their importance. : 

Senator Monronery. Yes. Shifting from the attention on the 
Communist countries, because this does not apply only to those, 
these controls apply against nations we consider friendly nations and 
cooperative nations, pi they not? 

Mr. Smirn. Yes; where there is danger of transshipment or, as 


may be the case from time to time, where local troubles develop, as 


we had the case in the last few years in the Near East or before that 
in Central America. 

Senator Monroney. An item in the press came to my attention a 
week or so ago, that the United States—I think through export con- 
trols—is refusing to permit a shipment of obsolete Fairchild flying 
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boxcars that have been souped up and redesigned to make good 
transport planes? Is that correct? 

Mr. Smirx. That comes under the State Department. 

Senator Monroney. It does? 

Mr. Smiru. All civil as well as military aircraft are controlled by 
the State Department: — 

Senator Monroney. That comes back to this Export Control Act; 
does it not? 

Mr. Sarr. No, sir. 

Senator Monroney. It does not? 

Mr. Sarrn. No. 

Senator Monroney. In other words, I was informed that we are 
denying Israel a chance to acquire these aircraft, for which they are 
willing to pay and which we are anxious to give them. They need 
them both for cargo and perhaps for paratroop operations if it becomes 
necessary. 

It seems to me they were not in the category of tanks and guns and 
heavy armament such as Russia is giving to the potential enemies of 
Israel. That is more of a defensive instrument. 

But I understand that an export license for those reconditioned, 
obsolete aircraft, now made pretty good planes by heavier motors, 
has been denied or is being held up by this country. 

Mr. Situ. Yes; but that does not come within our jurisdiction. 

Senator Monroney. Exports of all aircraft are controlled by the 
State Department. Is that correct? 

Mr. Smira. All civil as well as military aircraft. I suppose civil 
aircraft have military uses, That is perhaps the reason why it is 
controlled in the State Department. 

Senator Monroney. You have the fuel but they have the machines? 

Mr. Saira. That is right. 

Senator Monroney. Does that apply to motors as well? 

Mr.. Bortron. Mr. Chairman, the Munitions Control Act is admin- 
istered by the Department of State, and that covers arms, ammunition, 
‘ implements of war, and helium gas. Under the general heading of 
arms come all aircraft, including replacement parts for them, such as 
motors. 

Senator Monronry. You mean you could not even ship a Cessna 
172 to a foreign purchaser without going through the State De- 
partment? 

Mr. Smiru. Yes. 

Senator Monroney. That applies to any and all countries? 

‘Mr. Smrru. Yes. 

Senator Monronery. I just wondered how you differentiated be- 
tween England, for instance, and Israel. It is difficult to sell a DC-6 
or DC-7 which the Queen had to use to fly over here because the 
Britannic was not quite ready yet, not thoroughly tested? Do they 
have to go through this same process? 

Mr. Smiru. Yes, | understand so. 

Senator Monroney. The same as the Tereblia do to get a second- 
hand cargo plane? 

Mr. Srrx. Mr. Macy, the Director of the Bureau of Foreign Com- 
merce, says “yes.” 

Senator Monroney. That is under a completely different act? 

Mr. Smiru. Yes. 
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Senator Monroney, I think it would be good to have this in the 
record. The staff assistant has just shown me from page 2 of your 
quarterly report a list of the things that you do not cover under this 
act, and the other acts which apply. evi 

I will ask unanimous consent that this list be placed in the record 
at this point. ; 

(The material referred to follows:) ' 

The Department of Commerce, through its Bureau of Foreign Commerce, 
exercises control over all exports from the United States, except for: 

1. Commodities for the official use of or consumption by the Armed Forces of 
the United States, and commodities for general rae in occupied areas 
under their jurisdiction, when the transport facilities of the Armed Forces are 
used to carry such shipments. 

2. Commodities exported by the Department of Defense pursuant to section 
414 of the Mutual Security Act of 1954. 

3. Arms, ammunition, and implements of war, and technical data relating 
thereto, which are licensed by the Department of State. 

4. Gold (except fabricated gold with a gold content value of 90 percent or less) 
and narcotics, which are licensed by the Treasury Department. 

5. Source material, ‘(byproduct material,” special nuclear material, and facilities 
for the production or utilization of special nuclear material (except components 
for such facilities, which are licensed for export by the Bureau of Foreign Com- 
merece), and technical data relating thereto, which are licensed by the Atomic 


Commission. 
6. Vessels, other than vessels of war, which are licensed by the United States 


Maritime Administration. 

7. Natural , which is licensed by the Federal Power Commission. 

Exports to Territories and possessions of the United States are not subject to 
008 control. United States exports to Canada do not require validated export 

censes. 

Senator Monronsy. I notice in this list that other things that are 
. administered in this country by different agencies of Government are 
exempt from your control. Narcotics are administered by the 
- Treasury and the Atomic Energy Commission administers nuclear 
materials. Vessels, ca: vessels, peaceful vessels, are administered 
by the United States Maritime Commission. Natural gas is licensed 
by the Federal Power Commission. All of those are taken away from 
you and put into other agencies. 

Mr. Smiru. Yes. They all involve special problems. Our controls 
really deal with commercial transactions, commercial goods. 

Senator Monroney. And you have nothing to do with the controls 
over imports from so-called Iron Curtain countries. 

Mr. Smitu. No, sir. That is administered by the Treasury Depart- 
ment. 

Senator Monronpy. Do you think it would be any good if some- 
time, not this year but sometime in the future, all of these were placed 
under one act? We would then know the many fields in which we are 
working and would have all these powers in one place for ready 
reference and ready understanding, rather than the diffuse powers 
that are now nelle around through.so many departments? 

Mr. Smiru. Well, I can only say that the representatives of these 
various agencies are all participating in our Advisory Committee, and 
it does have a very pails close coordination. 

Senator Monroney. Senator Capehart? : 

Senator Cappuart. I-do not believe I have any questions. The 
control in respect of exports to Russia is by an act of Congress; is it not? 
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Mr. Situ. The act of Congress provides that controls be exercised 
to support foreign policy, to support the security of the United States, 
but it does not refer to any specific country. 

Senator Capenart. The control act covers all countries? 

Mr. Smirn. All countries. Yes, sir. 

Senator Capgenarr. And they are all treated alike? 

Mr. Sarru. No, sir. 

Senator Caprnart. Under the same conditions? 

Mr. Smrrx. Under the same conditions, yes, of course. 

Senator Caprnart. I think the act ought to be extended. We 
always have this argument, of course, or debate, with the difference 
in schole of thought, as to whether we should be less or more liberal 
in our exchange of goods with the Iron Curtain countries. I do not 
know whether anybody is wise enough to know just which is the better 
course. 

I was over there this last September and October and learned 
considerable about it, but I still am not certain which is the better 
course—to be more liberal or less liberal. 

I know one thing. They are making a lot of progress, industrially 
speaking. : 

That is all I have. 

Seriator Monroney. Thank you. 

(The prepared statement of Mr. Smith follows:) 


SraTeMENT OF MarsHatt M. Smitru, Deputy Assistant SECRETARY oF COMMERCE 


The Export Control Act of 1949, as amended, provides the legal basis for the 
control of exports from the United States. As you know, this act expires next 
June 30, and I am appearing before this committee to explain why we are recome- 
ners the continuation of export control authority for another 2 years from 
that date. 

At the outset, I should like to call the committee’s attention to the Department’s 
42d report on export control operations which has recently been released, and 
copies of which you have before you. We send such reports to Congress regularly 
on a quarterly basis covering current activities, but since we knew this report 
would be issued about the time of the consideration of the act’s extension, we have 
made it more comprehensive than normally would be the case. The report goes 
into considerable detail with respect to the origin and development of export 
controls, and the changing problems that we have had to face. In addition, the 
report contains much statistical data and information on the export control 
operations. _ 

In administering the act we are guided by the statement of legislative policy 
provided in section 2, which is that export controls shall be used “‘to the extent 
necessary (a) to protect the domestic economy from the excessive drain of scarce 
materials and to reduce the inflationary impact of abnormal foreign demand; 
(b) to further the foreign policy of the United States and to aid in fulfilling its 
international responsibilities; and (c) to exercise the necessary vigilance over 
We op from the standpoint of their significance to the national security.” 

should emphasize in this connection that the Commerce Department has 
always been careful to use export controls only where clearly required to accom- 
plish one or more of the above-quoted policy objectives: We have interpreted 
the words of the legislative declaration of policy “to the extent necessary’’ to 
prpes that controls should be confined to a minimum consistent with the objectives 
of the act. 

This conservative use of the authority to control exports is particularly illus- 
trated by our practice in carrying out the policy of protecting the domestic 
economy from excessive drain of scarce materials. We have had, in the past, 
to establish quantitative limits or quotas for exports of many commodities in - 
short supply, but at the present time, in our judgment, only four commodities 
need that kind of stringent control. These are nickel metal and certain grades of 
nickel scrap, diamond bort and powders, rerolling rails, and Salk vaccine. You 
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will find a description'of the supply situation and other pertinent data with respect 
to such commodities set forth on pages 24 through 27 of the above-mentioned 
quarterly report. : 

While not now being used extensively, we believe the power to exercise that 
kind of control should be retained, because experience shows that our domestic 
supply of an important commodity ean change suddenly. Careful licensing of 
commodities that appear to exhibit this tendency and surveillance of exports 
generally can and does enable the Government to prevent scarcity conditions from 
arising because of export demands. It is with this,purpose in mind that the 
Department currently is using what is called a system of open-end licensing 
control, as distinct from actual quotas, over exports of iron and steel scrap. 

Tron and steel scrap supplies are, of course, essential to steel. production, and 
ever since the war have been subject to export regulation in varying degrees as 
a result of fluctuating but generally increasing both domestic and foreign demand. 
At present, overall supplies of scrap are believed to be adequate to meet current 
domestic needs as well as essential requirements of friendly foreign countries, and 
export controls are now being maintained primarily as a means of surveillance 
against sudden excessive exports. The validity period of licenses is limited to 
90 days, and certain documentary requirements are still imposed in order to give 
us almost immediate information about current shipments. 

I turn now to our activities in carrying out the national security objective of 
the act. Over the past several years, almost all of our staff effort has been 
devoted to peeping. weentnsis goods from moving directly or indirectly to the 
Sino-Soviet bloc. he regulation of such exports is needed so long as the cold. 
war continues. 

A number of developments have, however, occurred in the security controls 
field since we last appeared before this committee. Most notable has been our 
revised policy toward Poland, which I would like to mention at this point. On 
August 29, 1957, the Department announced that Poland would be accorded 
differential and more favorable treatment than other eastern European countries. 
The new policy, in addition to greatly simplifying trade coitrols toward Poland, 
permits the licensing of goods appearing on our strategic lists for export to Poland 
when such goods are found to be necessary for her civilian economy. The changed 
regulations were designed. to carry out this country’s policy of increased trade 
with Poland in. accordance with the more general United States foreign policy 
objective of helping any nation to exercise the freedom and independence desired 
by its people. 

Another development in the security controls field has been the putting into 
effect of a new general license—-GLSA—authorizing exports without a validated 
license to the European Soviet bloc countries, including the U, 8. S. R., of a wide 
range of peaceful goods. Our purpose of establishing this general license was 
simply to facilitate trade in nonstrategic commodities by eliminating the burden on 
United States exporters of applying for individual licenses, It did not reflect any 
change in the underlying policy against permitting exports of strategic goods, 
We, of course, have been watching carefully export trends under this new authori- 
zation. Actual exports, although they have increased in recent months, are still 
modest. In general, however, the bloc has thus far shown very little interest in 
consumer-type goods for direct use by the people. Instead, the major Russian 
interest has continued to be in industrial machinery and raw materials, and agri- 
cultural equipment, seed, and livestock. . 

Since evasion of our security export regulations is most likely to take place via 
third countries, it is necessary for the Department to screen carefully export 
applications for the shipment of strategic goods to friendly countries against the 
possibility of transshipment to the Sino-Soviet bloc. Our method of operation 
in this area includes the checking of license applications against intelligence infor- 
mation concerning the parties involved in the proposed transaction; prechecking 
through the Foreign Service selected applications for the purpose of determining 
the reliability of the consignee and the cons fides of the transaction; inspection of 
shipping documents and; on a spot-check basis, physical inspection of actual 
shipments at the ports of exit. We also trace the arrival and disposition of selected 
shipments for compliance with the terms of the licenses; and we have by regulation 
imposed a variety of documentary requirements calculated to put foreign ,im- 
porters and freight. forwarders, as well as our own businessmen, on notice of our 
— regulations. 

e have found from experience that one of our most effective enforcement 
activities is the informing of foreign participants, in addition to the American 
parties, of the scope and purpose of United States export controls. When legiti- 
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mate traders, forwarders, carriers, and financing agents in friendly countries are 
made familiar with our restrictions against unauthorized reexports, they usually. 
comply with them and do not permit the transshipments that might otherwise 
take place out of ignorance or misunderstanding. Also, many -who might be 
tempted to violate our controls are deterred by our cautionary notices of United 
States export restraints, and, of course, intentional offenders can be more readily 
dealt with when we are able to show that their violations were committed in 
knowing disregard of our rules. It is for this purpose, for example, that we have 
a requirement of a destination warning notice on bills of lading and commercial 
invoices accompanying practically all exports under general as well as validated 
licenses. This and other procedures important to the enforcement of export con- 
trols are described in our pamphlet entitled ‘Highlights of U. S. Export Controls,” 
“— of which have been made available to the committee. 

‘hen violations do occur we try to enforce our regulations as fairly as possible, 
but also with the knowledge that prompt, effective compliance action is one of the 
best. deterrents to potential violators, Violations are punishable under the law 
by fine and imprisonment, and our regulations also provide for suspending or 
terminating the privilege of obtaining licenses or otherwise participating in export 
trade. In addition, the customs collectors have authority to seize goods at- 
tempted to be exported illegally. For your information, we have prepared a sum- 
mary record of our compliance activities since 1956 when we were last before this 
committee. It is contained in the statement entitled ‘Legal Enforcement Ac- 
tivities,’”’ copies of which have been furnished you. 

In conclusion, I should like to quote from the letter of the Secretary of Com- 
merce, dated January 20, 1958, and addressed to the Vice President, in which he 
expressed the view that export controls are a necessity under présent and foreseeable 
conditions: . ‘‘* * * It is our considered judgment that world tensions are such 
that export controls should not be permitted to expire on the present termination 
date of the act. The President stated most recently in his message on the budget, 
this is ‘a time of growing danger,’ and, as we see it, under such circumstances, 
controls of this nature are clearly essential for the indefinite future. 

“There is ample flexibility in the. act to permit us to make any necessary 
changes in the scope and direction of export controls as and when conditions 
change, so that no other substantive amendments of the law are required. And, if 
at any time these controls should cease to be needed, they can be readily termi- 
nated, for section 12 of the act allows this to be done in-advance of the specified 
a date either by concurrent resolution of the Congress or Presidential 
order, 


LEGAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as administrative remedies may be in- 
voked against violators of export control regulations. Under the Export Control 
Act, violators are punishable by fine and imprisonment; and by regulation, provi- 
sion has also been made for suspending or terminating the privilege of violators to 
secure or use export licenses. In addition, the customs collectors have authority 
to seize, and under certain conditions to obtain the forfeiture of, goods attempted 
to be exported illegally. 

This report is concerned with the export control enforcement. cases handled 

between January 1956 and December 1957. Earlier cases were reported to this 
committee at the April 1956 hearing on extension of the act. 
_. The brevity of the case summaries in the attached list does not permit an ex- 
planation of the detailed factual elements of each case. Accordingly, the various 
issues of the Federal Register in which our orders have been published in full text 
must be consulted for such information. Lists of firms and individuals currently 
under suspension and Federal Register citations to the pertinent orders are pub- 
lished in the comprehensive canaet schedule issued by the Bureau of Foreign 
Commerce. 

During the period covered by this report over 40 teihporary and final export 
denial orders were issued against more than 120 American and foreign individuals 
and firms for various kinds of violations, including over 30 cases of actual or at- 
tempted transshipments. The other cases involved such charges as circumvention 
of quota restrictions, misuse of validated licenses, falsifications in license applica- 
tions, shipper’s export declarations and other export documents, violations of 
outstanding suspension orders, and other negligent or willful offenses not related, 
however, to diversion of strategic goods to Soviet bloc countries. 
~ Orders issued in these cases have barred American exporters from shipping, 
foreign buyers from receiving, and American and foreign freight forwarders from 
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handling United States goods for periods of time ranging up to the entire duration 
of United States export controls. Temporary orders are issued, when necessary, 
to protect the public interest pending an investigation or administrative proceed- 
ing, and are not separately described herein as they are not always published, and 
often merge in final orders, or are for other reasons terminated, such as a deter- 
mination that no violation was committed. 

In addition, we list 10 more administrative cases, now awaiting hearings or 
decisions, and See 25 American and foreign individuals and firms. Of these, 
nine involve charges of actual or attempted transshipments. The names of the 

es to these cases are omitted because their culpability has not yet been 
letermined. 

At December 31, 1957, the Bureau of Foreign Commerce Export Control in- 
vestigation staff had over 125 investigations in process, of which about 70 percent 
involved s ted transshipments, and the remainder other types of suspected 
offenses similar to those described above. 

The 17 criminal cases disposed of or pending since January 1956 present a 
variety of violations, just as the administrative cases. The decision to prosecute 
criminally depends on the gravity of the offense, the intent, past record and repu- 
tation of the offender and, what is especially significant in this field of interna- 
tional offenses, the availability of the kind and quantity of evidence that is re- 
quired by our courts in criminal cases. In considering the usefulness of criminal 

cutions as a means of enforcing the Export Control Act it is important to 

ar in mind that the success of such prosecutions is substantially limited by the 

difficulty of obtaining the necessary foreign witnesses and documentary evidence, 

as required by our Constitution and laws in criminal cases. This difficulty is, 

moreover, compounded by our need to adhere to security regulations with respect 

to information relevant to such cases which has been obtained by investigative and 
intelligence sources operating abroad. 

For these reasons, it is necessary and in most instances prferable to use the 
administrative sanction of denial of export privileges. We have found this quite 
effective from an enforcement vie int because of the substantial economic im- 
pact of such orders on the United States and foreign firms with whom we deal. 

The seizure sanction has, of course, also continued to be applied by the. Bureau 
of Customs, Since January 1956 over 700 seizures have been made, involving 
more than $1,100,000 of United States goods sought to be exported in violation of 
export controls. 


‘Export Controu Vio.tators, JANUARY 1, 1956, TO DecemMBrER 31, 1957 


ADMINISTRATIVE CASES 


Richard Nathan Corporation, et al.. New York, N. Y:: One firm and individual. 
Misrepresentations in eet) license 2g atv eng and declarations that used steel 
rails being exported to Mexico were o re quality for relaying use when, in 
fact, the rails were of rerolling quality intended for rerolling, at a time when vali- 
dated licenses would not be issued to export used rails for rerolling purposes. 
Janu 23, 1956, outstanding validated licenses revoked and export privileges 
to all destinations denied for 30 days. 

Tokyo Shoko K. K., et al., Japan: 4 firms and 5 individuals. False representa- 
tions to obtain borax under validated licenses from the United States, and un- 
authorized diversion thereof. January 31, 1956, default order issued denying 
ee all United States export privileges for duration of export controls. 

eter Meyns & Co., Hamburg, rmany: One firm and individual. Un- 
authorized transshipments of United States origin nonpositive list chemicals to 
Communist China in contravention of destination warning notices. April 10, 
1956, order issued denying all export privileges for 2 years, plus probation for 


duration of export controls. Appeal denied. 


Eugene Hobart Cole, et al., Texas and California: 1 firm and 3 individuals. 
Misrepresentations in application for validated license and in shipper’s export 
declarations, and misuse of validated license to ship scrap steel to a mill in Mexico. 
April 10, 1956, 2 individuals and 1 firm denied all United States export privileges 
for 2 years, and 1 individual denied export privileges for 1 year. ; 

Metalimport Trust, et al.: 1 firm and individual in Switzerland; 1 firm and 3 
individuals in France; and 1 firm and 2 individuals in Belgium. False representa- 
tions to obtain United States origin petroleum, ostensibly for Belgium, but ac- 
tually intended for and diverted to a purchasing agent for Communist China. 
April 25, 1956, order issued denying export privileges to principal respondents. 
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for duration of export controls, and certain gs for periege of 2 and 3 years 
with certain additional probationary periods. eal denied. 

Confidential Overseas Forwarding, Inc., et aise ew York, N. Y.: 2 firms and 
2 individuals. Insertion of false shipper’ s export declaration numbers and dock 
receipts to induce carriers to load goods for export when no export declarations, 
had actually been authenticated by Customs. May 14, 1956, order issued deny- 
ing respondents all export privileges for 2 months. On appeal, forwarder’s sus- 
pension reduced to 15 days and 45 days’ probation. 

Florent M. L. Schrijvers, Antwerp, Belgium: One individual. Misrepresenta- 
tions to obtain United States origin boric acid, ostensibly for use in Belgium, but 
actually intended for and reshipped to Hong Kong without United States author- 
ization. May 21, 1956, order issued denying respondent all United States export: 
privileges for 3 months, plus 21 months probation. * ' 

Zemanek & Co., Ltd., et al., London, England: One firm and individual. In 
violation of outstanding export denial order, respondents obtained asbestos: fiber 
from United States, ostensibly for Western Germany, but actually intended for 
and transshipped to Czechoslovakia. May 21, 1956—respondents denied all 
United States export privileges for duration of export controls. March 21, 1957— 
appeal denied. ; 

erry Williams & Co., et al.: 1 Hong Kong firm and individual, and 1 New 
York firm. False representations by Hong Kong individual regarding intended 
transshipment of United States origin multimeters to Communist China by Hong: 
Kong firm to induce issuance of validated license to New York exporter, an 
failure of exporter to have destination warning notice endorsed on commercial 
invoices and bills of lading. June 1, 1956—order issued denying United States 
export privileges to Hong Kong parties, and paplicts censuring exporter. 

export Elektrotechnischer Erzeugnisse, et al., Vienna, Austria: 2 firms and 1- 
individual. False representations to obtain United States origin high-melting- 
point paraffin wax, ostensibly for Austrian firm, but actually intended for and 
transshipped to Communist China. June 1, 1956—order issued denying respond- 
ents all export privileges for 2 years, with probation for duration of export controls. 

Union Europeenne de Produits Chimiques, et al., Paris, France: One firm and 
individual. Without BFC authorization, respondénts diverted to Netherlands 
firm previously suspended by BFC, borax, ostensibly intended for use in France. 
The Netherlands firm then transshipped to East Germany. June 13, 1956—order 
issued amending order of December 13, 1955, by extending to duration of export. 
controls 6-month denial of export privileges previously issued, on ground that new 
evidence demonstrated that evidence previously considered to justify leniency 
was false. 

United Petrolifera Italiana, S. R. L., et al., Milan, Italy: 2 firms and 2 individ- 
uals. False representations to induce issuance of validated license to ship lubri- 
cating oil, ostensibly for use in Italy, but actually intended for transshipment to 
Poland. July 9, 1956—1 firm and individual denied export privileges for the 
duration of export controls; 1 firm and individual denied export privileges for 2 
months and placed on probation for 1 year, subject to additional 4 months’ 
suspension, . 

stablissements Henry Elaerts, Brussels, Belgium: One firm and individual 
Misrepresentations as to intended ultimate destination to.obtain United States 
origin borax, and unauthorized diversion thereof to Poland and China. August 2, 
1956—order issued denying all export privileges to January 28, 1957, with proba- 
tion to July 1957. Order made retroactive to July 28, 1955, “when respondent 
placed on temporary suspension. 

Adolf Duhme, et al., Bremen, Germany: Two individuals. False representa- 
tions to induce issuance of validated licenses for caustic soda, ostensibly for West 
Germany, but actually intended for and diverted to East Germany, August 3, 
1956—1 respondent denied all export privileges for 3 years, retroactive to Feb- 
ruary 21, 1955, the date of temporary suspension of export privileges; and the 
other respondent denied all export privileges for 1 year. 

Gyma Laboratories of America, Ine., et al., Jackson Heights, N. Y.: One firm 
and individual. While a Swiss firm was subject to a temporary denial of United 
States export privileges, respondents sold and exported goods to another Swiss 
firm, with information in respondents’ possession that the suspended Swiss firm 
had a pecuniary interest in the transaction, August 21, 1956—by consent, order 
issued denying all export privileges for 1 month, plus 2 months’ probation. 

Benchimol & Company, et al., New York, N. Y,: 2 individuals and 2 firms. 
Respondents inserted false shipper’ 8 export declarations in dock receipts to induce 
carriers to load goods for export when no shipper’s export declarations had, in 
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fact, been authenticated by Customs. August 23, 1956—order issued denying 
all export re for 1 month. September 18, 1956—a peal withdrawn. 

Kesco, G. M. B. H., et al.: 1 Frankfurt, West German firm and 2 individuals; 
2 Bremen, West German firms; 1 Hong Kong firm; 4 New York firms; and 3 
individuals. Frankfurt consignees and New York exporter, by arrangement, 
obtained validated licenses for borax on the basis of misrepresentations that it 
was for West German use when, in fact, it was intended for and was, in fact, 
sobre? to Poland and Hong Kong. The Hong Kong firm knew that the borax 
had been licensed by the United States for export .to Western Germany as the 
ultimate destination. The New York freight forwarder for the exporter failed 
to place the required destination warning notice on the bills of lading prepared 
by it and, in one instance, the New York agent of the carrier issued a bill of 

without placing the required destination notice on it. In addition, the 

New York exporter concealed material evidence in the course of investigation 
and failed to place the required destination warning notice on its commercial 
invoices. October 4, 1956—order issued ienying all export privileges to the 
Frankfurt consignee, its 2 owners, and the Hong Kong repurchaser, for the 
duration of export controls; to the New York exporter and his 2 controlled com- 

es for 1 year, with probation for the duration of export controls; to the 
remen ee cee ee which failed to honor the destination warning notice 
appearing on 1 of the bills of lading, for 2 months, with probation for 4 additional 
months; to the New York forwarding agent for 2 weeks, with probation for an 
additional 6 weeks; and to the New York carrier’s agent for 2 weeks, to be held 
in abeyance on probationary terms for 4 months. October 26, 1956—New York 
forwarder’s appeal denied. 

Compadimex, 8. A., et al., Antwerp, Belgium: 1 firm and 2 individuals. 
Misrepresentations of ultimate destination of borax and boric acid, ostensibly 
for Belgium, but actually intended for’ and transshipped to Poland without 
United States authorization. October 30, 1956—order issued denying respondents. 
all a privileges for the duration of export controls. 

C. F. Bau & Cie, K..G., Western Germany: One firm. December 18, 1956— 
order issued indefinitely denying export privileges for refusal to answer inter- 
rogatories with respect to intended disposition of United States origin borax, 
ostensibly intended for import into Western Germany. 

* American Levant Industrial Co., Inc., et al., Long Island, N. Y.: One firm 
and individual. Misrepresentation of value of auto parts shipped to Morocco 
in excess of amount authorized by validated license and in misuse of general 
license GLV. January 10, 1957—order issued denying export privileges to 
individual for 6 months, and placing firm on probation for 6 months. 

Compania Comercial Colon, 8. A., et al., Mexico. One firm and individual. 
Mexican parties knowingly arranged with United States exporter to receive 
rerolling rails, with knowledge that United States export license only authorized 
export of penyas rails. January 30, 1957—order issued denying all export 
privileges for 2 months. 

Ralux Gesellschaft Fuer Elektrotechnik, M.B.H., et al.,, Munich, Western 
Germany: One firm and individual. February 21, 1957—indefinite suspension 
order issued for refusal of parties to answer interrogatories regarding their ~ 
disposition of electronic tubes exported from the United States under a license 
authorizing shipment to Western Germany as ultimate destination, and reliably 
believed to have been diverted therefrom. . 

K. Burgi-Tobler & Co., et al.: 1 Swiss firm and 2 individuals; and 1 New 
York firm. Swiss parties, with knowledge of United States export restrictions, 
misrepresented utlimate destination of validated and general license chemicals: 
obtained from United States firms, and transshipped same to Soviet bloc destina- 
tions. United States firm shipped general license paraffin wax to Swiss parties 
with knowledge of their intention to reexport, and without making due a 
as to intended ultimate destination. May 1, 1957—order issued denying Swiss 

arties all United States export privileges for 32 months, conditioned upon good 
toheviow and probation for duration of export controls. United States party 
suspended for 3 months, to be held in abeyance conditioned upon good behavior. 

atford Chemical Co., Ltd., et al.: 2 British firms and 3 individuals; 2 New 
Yark firms and 1 individual. Scheme to transship to Soviet bloc over $1,250,000. 
United States chemicals, drugs, and dyestuffs, on basis of misrepresentations. 


- that goods were for consumption in United Kingdom. March 11, 1957—order 


issued denying all export privileges to Ya parties for duration, subject to. 
reinstatement after 3 years, conditioned upon good behavior;-and other parties 
suspended for terms ranging from 6 months to 3 years. 
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Leon Youssem, Brussels, Belgium: One individual. March 25, 1957—order 
issued indefinitely suspending party for refusal to answer interrogatories related 
to disposition of United States origin paraffin wax, exported from the United 
Statés, purportedly for Belgium, and reliably believed to have been transshipped 
therefrom to a Soviet bloc destination. 

Watford Chemical Co., Ltd., et al.: 3 English firms and 1 individual; 1 Liech- 
tenstein firm; and 1 Swiss firm. Scheme to transship for sale to purchasing agent 
for Communist China nearly $250,000 of United States origin aureomycin, on 
basis of misrepresentations that it was for Yugoslavia. March 25, 1957—order 
issued denying principal parties all United States export privileges for duration 
of export controls with reinstatement privileges on and after March 11, 1960, 
conditioned upon good behavior; and remaining party placed on probation for 
3 years. 

Ditta Fermani et al.: 1 Italian firm and individual; and 1 Connecticut individ- 
ual. -—Employee of American firm, without knowledge of employer, smuggled 
bearings to seamen for delivery to Italian parties. March 28, 1957—order issued 
denying parties all export. privileges for 6 months. ‘ 

Codechimic S. P. R. L., Brussels, Belgium: One firm. Firm diverted chemicals 
to Soviet bloc, without United States authorization, with Knowledge of United 
States export prohibitions. April 12, 1957—order issued denying party United 
States export privileges for 2 years, of which first 6 months made effective, and 
remaining 8 months held in abeyance, conditioned upon good behavior. 

Richard Fleschner Import-Export et al., Berlin, Western Germany: Two firms 
and individuals. Concealment of intention to transship to U. 8. 8. R. United 
States automotive vehicles exported purportedly for Western Germany. April 
15, 1957—order issued placing 1 firm and individual for duration of export con- 
‘trols; and suspending 1 firm and individual for duration with privilege of restora- 
tion on or after June 26, 1957, conditioned upon good behavior. 

Middle East Cotton Company et al., Beirut, Lebanon: 1 firm and 2 individuals. 
April 15, 1957—-order issued denying export privileges for indefinite period for 
refusal to answer written interrogatories relating to disposition of electronic 
tubes reasonably believed to have been transshipped from Lebanon to a Soviet 
bloe destination. 

Nisan Simon Cohen, Amsterdam, Netherlands: One individual. Transship- 
ment to Communist China of United States aureomycin, with knowledge of United 
States export prohibitions. April 29, 1957—order issued denying all export 
privileges for duration of export controls. Appeal pending. 

London Export Corporation, Ltd., et al.: 1 English firm and individual; 1- 
Netherlands firm and individual. Unauthorized transshipment to Communist 
China of United States origin aureomycin, with knowledge of United States 
export prohibitions, and false answers by Netherlands firm and individual to 
interrogatories issued in course of investigation. May 24, 1957—order issued 
denying United States export privileges to all parties for duration of export con- 
trols, with privilege of restoration after 9 months in the case of 1 British party; 
and after 1 year in the case of the Netherlands parties, conditioned upon good 
behavior. Appeal pending. . 

Machlett Laboratories, Inc., et al., Springdale, Conn.: One firm and individual. 
Unauthorized exports of general license X-ray tubes to Swiss firm, with knowledge 
of intended transshipment to Communist China, and misrepresentations in export 
declarations relative to intended ultimate destination of commodities. June 3, 
1957—order issued denying parties all export privileges for 1 year, with restora- 
tion to firm after 2 months, and to individual after 5 months, conditions upon good 
behavior, the remaining periods to be on probation. 

Jarach-Guetta Industrial Overseas Co., Inc., et al., New York, N. Y.: 1 firm. 
and 2 individuals. Misuse of validated lic ense, and failure to disclose identity of 
foreign intermediary to export license officials, in connection with shipment of 
borax, ostensibly for Italy, but transshipped to Soviet bloc by undisclosed inter- 
mediary on arrival in Beigium. June 24, 1957—order issued denying parties all 
export privileges for 2 years, subject to restoration after 7 months, with remaining 
time on probation. October 3, 1957—on appeal, order modified to restore export 
privileges on November 24, 1957, with balance of original term remaining on 
probation. 

Sudexport and General Import-Export Co., et al., Tel Aviv, Israel: 2 firms and 
1 individual. False representations to obtain United States tape recorders, 
ostensibly for Turkey, but actually intended for and transshipped to Bulgaria, 
June 24, 1957—order issued denying all export privileges for duration of export 
controls, with privilege of applying for restoration after 1 year, on showing of 
good behavior. 








\ 
t 
if 
} 
* 





I 


26 EXPORT CONTROL ACT EXTENSION 


-Murwal, Inc., et al.: 1 New York firm and individual; 1 British firm. With 
knowledge of British consignee’s intention to reexport to Hungary, United States 
parties exported tinplate under general license, misrepresenting that Switzerland 
was ‘tthe country of ultimate destination. July 24, 1957—order issued denying 
all export privileges to all parties for 1 year, subject to restoration after 4 months 
in ease of New York parties, and made probationary only as to British party. 

Petroleum Specialties, Ltd., et al., London, England: Two British firms and indi- 
viduals. Transshipment of United States origin high-melting-point paraffin wax 
to Soviet bloc destination, without United States authorization and with knowl- 
edge of United States oepest prohibitions. October 22, 1957—order issued 
denying parties all United States export privileges for 2 years, subject to restora- 
tion after 9 months, with remaining time on probation. December 30, 1957— 
order amended reducing actual suspension of 1 English firm and individual to 5 
months, with remainder of 2-year period on probation. 

Gebrs. Melman, et al., Netherlands: One firm and individual. Transshipments 
of United States borax and other chemicals to Soviet bloc, with knowledge of 
United States export prohibitions, and by misrepresentations and use of front 
firms. September 4, 1957—order issued denying parties all export privileges for 
duration of export controls. 

A. C. Monk & Co., Inc., Farmville, N. C.: One firm. United States tobacco 
firm shipped to a Communist China designated national in Hong Kong, without 
export license or Treasury Department transaction license, by device of shipping 
to exporter’s agent in Hong Kong for delivery to designated national. Octoer 17, 
1957—following plea of nolo contendere in United States District Court for 
the Eastern District of North Carolina and payment of $30,000 fine in criminal 
proceeding involving same offenses, order issued placing firm on probation for 
6 months. 

Nanyang Brothers Tobacco Co., Ltd., et al., Hong Kong: Two firms. Hong 
Kong designated Communist. China national and Hong Kong agent for United 
States tobacco exporter knowingly collaborated with exporter to receive tobacco 
not authorized by United States export license or Treasury Department trans- 
action license. December 17, 1957—order issued denying parties all export | 
privileges for 18 months, or as long as the parties continue to be designated 
nationals under the Trading With the Enemy Act, whichever period be longer. 


ADMINISTRATIVE CASES AWAITING HEARING OR DECISION 


Names are omitted from the following administrative cases because they are 
either awaiting hearing or decision: 

Case No. 1: One Netherlands firm. Firm allegedly knowingly fronted for a 
suspended Netherlands firm to obtain United States borax for the latter. Await- 
ing decision. wa 

Case No. 2: 1 French firm and individual and 1 Swiss firm. Alleged mis- 
representations regarding end use and ultimate destination of auto parts, osten- 
sibly for Western European countries but actually transshipped to Soviet bloc 
destinations. Awaiting hearing. 

Case No. 3: One Swiss firm. Alleged unauthorized diversion of electronic 
tubes, licensed for Western Germany, and apparently diverted to unauthorized 
destination. Also alleged unjustified refusal of Swiss intermediate consignee to 
answer interrogatories relative to actual disposition of tubes. Awaiting decision. 

Case No. 4: One Belgian firm and individual. Alleged unauthorized trans- 
shipments of United States borax to Soviet bloc. Awaiting decision. 

Case No. 5: 1 Netherlands firm and 2 individuals and 1 British firm. Alleged 
transshipments to U.S. S. R. of CCC-origin cottonseed oil. Awaiting hearing. 

Case No. 6: 1 California firm and individual and 1 British firm. Alleged 
unauthorized export and transshipment to the Soviet bloc of CCC-origin alfalfa. 
Awaiting decision. 

Case No. 7: One Swiss firm and individual. - Alleged unauthorized transship- 
ments to the Soviet bloe of United States-origin pharmaceuticals and industrial 
chemicals, exported ostensibly for Western European and African consumption. 
Awaiting hearing. 

Case No. 8: 1 Belgian individual, and 1 Spanish firm and individual. Alleged 
attempt to obtain United States aluminum ingots, by false representations, 
ostensibly destined for Spain but actually for an unauthorized destination. 
Awaiting decision. : 

Case No. 9: 1 New York firm and individual, and 1 Hong Kong firm and 


’ 


individual. Alleged unauthorized exports and transshipments to Communist 
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China, of small bearings exported ostensibly for consumption in Hong Kong. 
Amen hearing. 

Case No. 10: 1 Massachusetts firm and 1 British firm. Alleged unauthorized 
exports and transshipments to the Soviet bloc of strategic United States electronic 
equipment, exported ostensibly for use in Great Britain. Awaiting hearing. 


CRIMINAL CASES (ALREADY CONVICTED OR AWAITING TRIAL) 


Pending at January 1, 1956 (5 cases) 

Belimex Corporation, et al.: 1 corporation and 1 Belgian individual. Alleged 
misrepresentations in license applications and shipper’s export declarations that 
roller bearings were destined for Belgium although actually intended for Czecho- 
slovakia. Indicted, District Court for the Southern District of New York, May 
1951. Corporation dissolved. Belgian individual cannot be tried as he has 
departed from United States. 

David Zetland Corporation, et al.: One New York corporation and individual. 
Alleged false representations in license applications and shipper’s export declara- 
tions to export roller bearings ostensibly to Belgium, but intended for and actually 
diverted to Switzerland. Two informations filed, District Court of Pennsylvania, 
January 1952. The individual defendant has fled from the United States. The 
corporation defendant cannot: be tried in his absence. 

‘hing Sen Lee, et al.: Two New York individuals. Alleged false representations 
in license application and shipper’s export declarations as to identity of ultimate 
consignee and destination of tinplate shipments, and trafficking in export licenses. 
Indicted, District Court for the Southern District of New York, July 1952.. One 
defendant is fugitive from justice and other defendant has not been tried in his 
absence. 

Sealed Indictment: One New York individual. Alleged unlawful export of a 
chemical to Switzerland with knowledge that consignee intended to transship to 
U. 8. 8. R. Indictment issued August 1951, in District Court for the Southern 
District of New York, but not served or published because of inability of Govern- 
ment to induce key witness in Switzerland to come to United States to testify. 

Isadore Marks: One Miami individual. Alleged misuse of license to export to 
other than authorized consignees, and misrepresentation of identity of ultimate 
consignee <in' shipper’s export declaration. indicted District Court of Florida, 
May 1953. February 2, 1956, on plea of nolo contendere, fined $20 and court costs. 


Cases commenced after January 1, 1956 (12 cases) 


Ramon Armbirz Garcia: One Texas individual. Unauthorized exports to 
Mexico. District Court of Texas, October 5, 1955, indicted. February 9, 1956, on 
plea of guilty, defendant given 1 ‘year suspended sentence. 

Jerome Robinson: One Connecticut individual. Employee of American firm, 
without knowledge of employer, smuggled bearings to seamen for delivery to 
Italian firm. District Court for the Southern District of New York, February 6, 
1956, information filed. February 7, 1956, on plea of guilty, defendant given 6 
months’ suspended sentence, and placed on probation for 3 months. ~ 

Rufino Pena Montalvo: One Texas individual. Unauthorized exports to Mexico. 
. District Court of Texas, September 20, 1956, on plea of guilty, defendant sen- 
tenced to 6 months’ imprisonment, suspended for 5 years on good behavior. 

Watford Chemical Co., Ltd., et al.: One New York corporation and individual. 
Illegal exports of U nited States commodities, ostensibly for. Western European 
use, but actually intended for and transshipped to Soviet bloc destinations. 
District Court for the Southern District of New York, December 18, 1956, infor- 
mation filed. February 5, 1957, on plea of -guilty by corporation, $6,000 fine 
imposed. Case against individual nolle prossed for lack of jurisdiction. 

. Roberto Anzaldua-Herrera, et al., Mexico: Three -individuals. Unlicensed 
exports to Mexico. District Court of Texas, September 25, 1956, information 
filed. October 25, 1956, on guilty pleas, 2.defendants fined $100; third defendant 
sentenced to time already served in jail. 

Jose Benchimol, et al.: 1 New York individual and 1 Argentinian individual. 
Alleged unlicensed exports of Salk vaccine to Argentina. District Court for the 
Eastern District of New York, January 18, 1957, one defendant arrested and 
later indicted. March 14, 1957, on complaint filed, other defeudaut arrested and 
placed on bond pending consideration of the case by a grand jury. Case not yet 
tried. 

Israel David, Long Beach, N. Y.: One individual. Unlicensed export of wood 
pulp to Canada with intent to reexport to Italy. District Court for the Southern 
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District of New York, October 18, 1956, indictment issued. Case has not yet 
been tried as David is a fugitive. 

A. C. Monk Tobacco Co., et al., Farmville, N. C.: 1 firm and 4 individuals. 
United States tobacco firm shipped to a Communist China designated national 
in Hong Kong, without disclosure in export license application and without 
obtaining Treasury Department transaction license, by device of shipping osten- 
sibly to exporter’s agent in Hong Kong, for actual delivery to the designated 
national. istrict Court of North Carolina, April 9, 1957, indictment returned. 
October 17, 1957, on plea of nolo contendere by corporation, $30,000 fine imposed. 
Indictment pane tee as to individual defendants. . 

Regulo Garcia Garcia, et al.: Two Texas individuals. Unauthorized exports 
to Mexico. District Court of Texas, on information filed, one defendant, on . 
May 22, 1957, pleaded guilty and was sentenced to time already served in jail. 
Other defendant pleaded not guilty, was tried by court and found guilty and, 
on May 23, 1957, was isirioamedt to 4 months imprisonment, suspended for 3 years 
on good behavior. 

Sigmund Joseph .Co., Inc., et al., Philadelphia, Pa.: 1 corporation and 4 indi- 

* viduals. Alleged misrepresentations in export license application and shipper’s 
export declaration, and alleged wrongful export to South America of commodities 
not.authorized by validated license. District Court of Pennsylvania, December 2, 
1957, indictment issued. Case set for trial in March 1958. 

Alejandro Lozano Ramirez, et ‘al.: Three Texas individuals. Unauthorized 
exports to Mexico. District Court of Texas, October 29, 1956, information filed. 
February 5, 1956, on plea of guilty, one defendant sentenced to time alreedy 
served in prison. Bench warrants outstanding for other two defendants who are 
fugitives. ‘ 

ack Kiper: One New York individual. Attempt to smuggle industrial dia- 
monds from United States without required validated license. District Court 
for the Eastern District of New York. November 14, 1957, defendant arraigned 
before commissioner and bail set at $3,500. Dah 


‘ HicHuienuts oF Unrrep States Export ContTro.is 
For the use of foreign freight forwarders and traders, March 1957 


INTRODUCTION 


As a result of post-World War II developments, it became increasingly evident 
that United States national security interests could best be served by the careful 
control over the export of certain commodities which could contribute to the war- 
making potential of the Soviet bloc. To this end, the United States has adopted 
safeguards designed to control the movement of United States origin goods even 
after they have been exported from the United States. The basic purpose of 
these safeguards is to prevent unauthorized transshipments to Communist- 
controlled areas. Their effectiveness and success are dependent in great part 
upon the cooperation of all parties in interest to an export transaction—not only 
United States exporters, but also foreign importers and freight forwarders, their 
agents, and carriers. ’ 

This statement covers the important features of United States export control 
regulations, particularly as they affect the activities of foreign freight forwarders 
and traders. It is intended to provide essential background information leading 
to a better understanding of the responsibilities of foreign individuals and firms 

" engaged in trade with the United States, under the United States export control 
regulations. The following information is, however, only an outline of the more 
important regulations affecting firms outside the United States which participate 


* either directly or indirectly in United States foreign trade. Also, United States 


export control regulations are-subject to continual modification and revision, and 
this should be born in mind when using this brochure. Any foreign importer, 
trader, or forwarder may examine or take steps to obtain the full text of current 
regulations by inquiring at the nearest United States Embassy or consulate in 
his country, or by writing to the Bureau of Foreign Commerce, United States 


* Department of Commerce, Washington, D. C 
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UNITED STATES LICENSING JURISDICTION 


For most commodities entering foreign trade through commercial channels, 
export licensing jurisdiction in the United States rests with the Bureau of Foreign 
Commerce of the Department of Commerce. It is with the Department of Com- 
merce controls, therefore, that this statement is concerned, since it is these regula- 
tions which would have the greatest impact on foreign traders. 


TYPES OF UNITED STATES CONTROLS. 


Commodities are controlled for these reasons: 

1. They are strategic commodities which it is believed would contribute to the 
warmaking potential of the Soviet bloc. f 

2. They are in short supply and exports must be allocated on a fair basis to 
traditional customers and friendly nations in the free world. 


THE POSITIVE LIST 


All commodities in the above two categories are included in the Bureau of 
Foreign Commerce’s positive list of controlled commodities and, generally speak- 
ing, are exportable from the United States only on the basis of a validated export 
license. The United States controlled commodities list is more extensive than 
the controlled commodities’ lists of most foreign countries. To determine what 

‘commodities are on the United States controlled commodities list, one should 
consult with the nearest United States embassy or consulate. 


THE COMPREHENSIVE EXPORT SCHEDULE 


The positive list of controlled commodities is included in the Comprehensive 
Export Schedule, an official publication of the Department of Commerce, which, 
together with amending Current Export Bulletins, contains official rules and 
regulations governing the export licensing of shipments from the United States. 
The Comprehensive Export Schedule and Current Export Bulletins may be 
purchased on a yearly subscription basis, beginning each March 31, from the 
Superintendent of Documents, United States Government Printing Office, 
Washington, D. C., or from the Department of Commerce Field Offices. The 
cost of a year’s subscription ending each March 31 is $7.50 to a foreign address. 


TYPES OF LICENSES 


There are two types of licenses under which goods may be exported from the 
United States: rae 

1. The general license: A general license is a privilege which permits certain 
exportations within general limitations, without requiring that an application 
be filed or that a license document be issued. 

2. The validated licerise: A validated license is a document which authorizes 
the exportation of commodities within specific limitations set forth in the 
document and is issued only upon formal application in accordance with 
procedures set forth in the Comprehensive Export Schedule. 

The type of license required for any exportation authorized by the Department 
of Commeree is governed by two basic considerations: Country of destination and 
commodity to be exported. For the purpose of United States export controls all 
foreign countries are classified into two groups—country group O and country 
group R. Group O consists of all destinations in the Western Hemisphere; group 
R includes all other destinations. Within group R the Soviet bloe countries are 
designated as subgroup A and include the following: q 


Albania be eta Hungary 
Bulgaria Latvia 
Communist China ~ Lithuania 


Communist-controlled area of Vietnam, North Korea 
and Communist-controlled area of Outer Mongolia 
Laos ; ‘Poland and Danzig 
Czechoslovakia Rumania ‘ 
East Germany (Soviet Zone of Germany Union of Soviet Socialist Republics 
and the Soviet Sector of Berlin) 
Estonia 
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Exportations from the United States to Canada require no export license from 
the Department of Commerce, unless reexportation to a third country via Canada 
will be effected. 

Under the export control regulations of the United States, the issuance of vali- 
dated export licenses to cover shipments to all destinations.except subgroup A is 
required only when the commodity to be exported is on the positive list of con- 
trolled commodities. In some instances, however, commodities appearing on the 
positive list of controlled commodities require a validated license to R destinations 
(all destinations outside the Western Hemisphere) only and do not require a license 
to countries in the Western Hemisphere (O countries). In other instances com- 
modities are controlled to both R and O countries. Further, most commodities 
on the positive list of controlled commodities may, within certain specified dollar 
limits, be exported from the United States to all destinations except Hong Kong, 
Macao, and subgroup A, under the provisions of the general license authorization 
for shipments of limited value (general license GLV). There is a total embargo 
on commercial shipments to Communist China and North Korea. (Shipments 
of personal baggage and certain publications may be made to these areas under 
applicable general licenses.) Further, with the exception of a specified group of 
commodities exportable under general license GLSA to the European Soviet bloc 
and a specified group of commodities exportable under general license GHK to 
Hong Kong, all commodities—whether or not on the positive list of controlled 
commodities—require validated licenses for shipment to Hong Kong, Macao, and 
subgroup A (see above list). In addition, shipments of nonpositive list com- 
modities destined to Hong Kong which do not exceed $25 in value may move 
under the provisions of the general license for limited value. 


: 


aprcipaal 


THE LICENSING SYSTEM 


i Validated export licenses are issued by the Bureau of Foreign Commerce on 
iy ‘ the basis of applications prepared and signed by the United States exporters. 
: Applications to group R countries are generally supported by-documentary evi- 
dence from the importer attesting to the true ultimate destination of the goods 
; involved and to the uses to which they will be put. However, such docutnenta- 
; tion is required only under certain specific conditions when exportation is being 
made to a group O country. The two principal forms of supporting documenta- 
tion are: (1) Import certificates and (2) ultimate consignee/purchaser end-use 
; statements. ; 
it An import certificate is required when an application for a United States export 
license covers a commodity and a destination both of which are subject to the 
import certificate/delivery verification (IC/DV) procedure. The basic purpose 
: of this procedure is to prevent unauthorized transshipments to destinations in 
subgroup A. It is based on a multilateral agreement entered into between the 
Belgian Congo, Belgium, Denmark, France, the Federal Republic of Germany, 
western sectors of Berlin, Italy, Japan, Luxembourg, the Netherlands, Norway, 
Portugal, Turkey, the United Kingdom, Canada, and the United States. When 
requested to do so by an exporting country, Austria issues import certificates and 
Yugoslavia issues end-use certificates in order to facilitate imports. Switzerland 
provides its importers with Swiss blue import certificates, and Hong Kong pro- 
vides its importers with a Hong Kong import license, for all commodities on the 
Bureau of Foreign Commerce’s positive list of controlled commodities. 

Under the IC/DV procedure, an application for a United States. export license 
to ship a commodity designated by the letter “‘A’’ on the Bureau of Foreign 
Commerce’s positive list of controlled commodities, which is intended for export 
from the United States to one of the IC/DV countries named above, must, in 

‘ general, be supported by an import certificate issued by the government of the © 
importing country to its importer. By this document the importer certifies to 
his government that he will import the goods into his own couritry or, if not, that 
he will dispose of them only under his country’s export control regulations. 

In further accord with the terms of the IC/DV system, the United States Gov- 
ernment may request delivery verifications for certain transactions covered by 

- import certificates, as evidence that the goods involved have actually been de- 
livered to the importing country. When the Bureau of Foreign Commerce 
requires a delivery verification the United States exporter will ask his importer to 
obtain the document from his governmental authorities. The importer will then 
forward it to the United States exporter in order that the latter can transmit it to 
the Bureau of Foreign Commerce in discharge of his obligation under the terms 
of the export license issued to him. ; 
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The second principal form of supporting documentation referred to above—the 
ultimate consignee and purchaser statement (forms FC-—842 or FC-—843)—is re- 
quired to support applications for United States export licenses to ship to group 
R countries! (a) positive list commodities which, although designated by the 
letter ‘‘A’’, are intended for shipment to a country not participating in the IC/DV 
system, and (b) positive list commidities not designated by the letter “A” and, 
therefore, not subject to the IC/DV procedure even though exportation is being 
made to a country participating in the IC/DV system. 

Form FC-—842: Single Transaction Statement by Consignee and Purchaser, 
covers a single transaction only. On the other hand, where a United States 
exporter and his foreign consignee have a continuing relationship involving recur- 
ring orders for the same commodities to the same destination and for the. same 
end uses, the multiple. transactions statement by consignee and purchaser, form 
FC-843, may be used. Copies of these forms are available at all United States 
Embassies, Legations, and consulates. 

Whichever form is used—the single or multiple ultimate consignee and pur- 
chaser statement, depending upon the type of transaction—it must be signed ‘by 
the ultimate consignee as well as by the purchaser (if the purchaser is a person 
different from the ultimate consignee). he signature constitutes a certification 
that the facts in the statement are true and that the responsible person will notify 
the United States Government, either directly or through the United States 
exporter, of any changes in fact or intention with regard to the destination or use 
of the goods which differ from the information shown on the statement as originally. 
executed before he takes any steps to effect change. 

The ultimate consignee and purchaser statement should be sent by the im- 
porter to his United States exporter in order that it may be attached to the license 
application at the time it is submitted to the Bureau of Foreign Commerce. If a 
foreign importer sends the statement direct to the Bureau of Foreign Commerce, 
the possibility exists that it will not be readily identified with the proper transac- 
tion. On the other hand, if for reasons of commercial secrecy the foreign importer 
does not wish to inform his supplier in the United States of the final end use and 
distribution of the goods, he may submit the end use statement either to his 
exporter or to the nearest United States Embassy or consulate in a sealed envelope 
addressed to the Bureau of Foreign Commerce. 

Although the importer may indicate on his ultimate consignee and purchaser 
statement that the commodity to be exported from the United States is intended 
for distribution ‘or resale in a country or countries other than his own, this does 
not of itself automatically insure that the Department of Commerce will authorize 
such distribution or resale. 

Permission to reexport is not granted on the basis of information shown on 
the ultimate consignee and purchaser statement forms but rather is the result 
of a specific request made by the United States exporter on his application for 
export license. This procedure is necessary since importers frequently state. the 
areas of reexportation in broad geographical terms whereas the specific country 
to which reexportation is proposed must be given in order for the Bureau of 
Foreign Commerce to act on the request. Also importers frequently state poten-+ 
tial areas of distribution on their statements, particularly on their multiple 
ultimate consignee purchaser statements, rather than the actual area of distribu- 
tion for a specific transaction. If an application specifically lists the countries 
to which the consignee proposes redistributing or reselling, that information 
will be taken into account at the time the application is being considered. If an 
application is approved, the covering export license will show the countries to 
which the distribution or resale has been authorized and the importer will be 
notified of this fact by the United States exporter carrying the information forward 
on the bill of lading and commercial invoice (see below). 

It should be borne in mind that the issuance of a transit or export license by 
the importing government covering a shipment of United States origin goods, is 
not an indication that United States regulations have been complied with or 
that the Department of Commerce has approved the transit or reexportation. 


DESTINATION CONTROL STATEMENTS 


The destination control statement requirement is a part of the United States 
export control regulations and applies to virtually all shipments made of United 
1 For group O countries this type of documentation is generally not required; it may be needed, however’ 


if the United States exporter applies for a tims limit license under the provisions of pt. 377 of the Compre- 
hensfve Export Schedule. . 
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States origin commodities from the United States under validated or general 
licenses. The United States Government has found this requirement highly 
effective in preventing unauthorized illegal transshipments. By the destination 
control statement, foreign parties and their agents are notified of the countries 
to which reexportation of United States origin goods has been authorized, and 
conversely are informed of their responsibility under United States regulations 
not to divert United States origin goods to unauthorized destinations. 

Under the destination control statement procedure, United States exporters 
and forwarding agents are legally obligated not to prepare or file shippers’ export 
declarations with the collectors of customs or prepare or procure bills of lading, air 
waybills, or commercial invoices unless the original and all copies contain which- 
ever of the following three antidiversion notices is appropriate to the type of 


shipment being made: 


a both validated and general license shipments: 
‘These commodities licensed by the United States for ultimate destina- 
‘ion (name of country). Diversion country to United States law prohibited.” 
2. ‘These commodities licensed by the United States for ultimate destina- 
Mgr caiscuds ns and for distribution or resale in _._..._._____-. 
Diversion contrary to United States law prohibited.” 

B. For general license shipments only: 

1. “United States law prohibits distribution of these commodities to the 
Soviet bloc, Communist China, North Korea, Macao, Hong Kong, or Com- 
munist-controlled areas of Vietnam.and Laos, unless otherwise authorized 
by the United States.” 

Carriers must place the destination control statement on the original and all 
copies of the bill of lading or the air waybill or see that it is placed thereon, when- 
ever the corresponding authenticated export declaration carries the statement. 
The exporter will be responsible for assuring that this statement is placed on all 
copies of the commercial invoice. 

f a foreign consignee wishes to dispose of the commodities in a country not 
authorized by the statement, he must request permission from the Bureau of 
Foreign Commerce through his United States exporter before undertaking such 
reexportation. A consignee may not dispose of goods to countries not named in 
the destination control statement which will appear on the bill of lading and 
commercial invoice until authorization is received from the Bureau of Foreign 
Commerce through the United States exporter. If he does so he will be in viola- 
tion of the United States export control regulations. In those instances where, 
for business reasons, a foreign importer may not wish to divulge the names of his 
customers to his United States exporter, he may either transmit the necessary 
information to the exporter in a sealed envelope, requesting the the latter submit 
the information to the Bureau of Foreign Commerce for consideration, or he may 
give the same information to the nearest United States Embassy or consulate 
asking that it be transmitted.by the Embassy or consulate to the Bureau of 
Foreign Commerce for action. If the United States Embassy or consulate 
submits the requests for reexportation authorization to the Bureau of Foreign 
Commerce, the importer will receive his authorization to reexport, if granted, 
through the same United States post. 

Since a completed destination control notice must appear on virtually all bills 
ef lading, air waybills, and commercial invoices for both validated and general 
license shipments clearing from the United States, the foreign importer, freight 
forwarder, etc., should question any document on which the statement is not 
shown, or is not completed, or which does not clearly show the country of destina- 
tion or the countries to which resale and/or distribution can legally be undertaken. 
This will assure that the ultimate disposition of the goods is in accordance with 
United States law. No reexportation of any commodity originally shipped on a 
bill of lading which had an incomplete destination control notice imprinted there- 
on or which carried no destination control notice, should be forwarded to another 
country until authorization has been received from the Bureau of Foreign Com- 
merce either through the United States exporter or through the United States 
Embassy or consulate. 

SANCTIONS 


Any party, whether or not situated in the United States, who viclates the export 
control regulations, or who knowingly causes, aids, or abets such a violation, or 
who knowingly misrepresents or conceals any material facts for the. purpose of 
affecting an exportation from the United States contrary to such regulations, may, 
through the issuance of a compliance order, be denied the privilege of participating 





EXPORT CONTROL ACT EXTENSION 33 


directly or indirectly in the export trade of the United States. Owners of firms 
that have been suspended from participating in United States export trade ma 
also be refused visas for business travel in the United States. In addition, aia 
firms may also be denied other privileges, such as defense contracts, ICA aid and 
assistance, etc. Aiding and abetting a violation is interpreted to inelide the 
services rendered by carriers, agents, and freight forwarders who knowingly 
participate in any diversion of United States origin commodities. 

An individual or firm accused of violating United States export regulations is - 
notified in writing of the charges and is given an opportunity to submit written 
evidence and explanations or otherwise defend himself. He may also request a 
hearing before the Compliance Commissioner of the Department of Commerce 
who is charged with determining whether a violation has occurred’ and, if so, 
recommending to the Director of the Office of Export Supply of the Bureau of 
Foreign Commerce the disposition to be made of the case. The Director of the 
Office of Export Supply then determines the disposition of the case either by dis- 
missing the charges, if appropriate, or by issuing a compliance order. When a 
compliance order is issued against any firm, it applies to the firm and its officials 
and to related firms and individuals. In addition, the order applies to other firms 
that knowingly have any dealings involving goods of United States origin with the 
interdicted firms, and they are likewise subject to exclusion from the export trade 
of the United States. These sanctions are invoked against agents, carriers,.and 
freight forwarders on the same basis‘as they are invoked against the principals. 


FOREIGN ASSETS CONTROL REGULATIONS 


In addition to the foregoing description of the United States export control 
regulations, the United States also has instituted certain financial controls, known 
as the foreign assets control regulations, which are administered by the United 
States Department of the Treasury. The genera! purpose of these regulations is 
to deny Communist China and North Korea access to United States dollar 

exchange and to United States financial facilities. The regulations prohibit all 
transactions not licensed by the Treasury which involve United States dollars, or 
United States banking facilities, or which involve persons or firms subject to the 
jurisdiction of the United States, and iri which there now exists or has existed at 
any time on or since December 17, 1950, a direct or indirect interest of a desig- 
nated national of Communist China or North Korea. ‘Designated national’’ is 
defined in sections 500.302, 500.305, and 500.306 of the foreign assets control 
regulations. 

These regulations are applicable regardless of whether the merchandise involved - 
is strategic or not. 

Further, Treasury Department regulations issued in June 1953, also prohibit 
(except by Treasury license) trade in those commodities designated by the letter 
**A”’ on the Bureau of Foreign Commerce’s positive list of controlled commodities, 
from offshore sources to the Soviet bloc in Europe by persons subjecét to the juris- 
diction of the United States. 

The foreign assets control regulations also prohibit the unlicensed importation 
into the United States of all merchandise of Communist Chinese origin, and the 
unlicensed import of certain merchandise which may not be of Communist Chinese 
or North Korean origin, in cases where the merchandise is of a type which has 
traditionally been exported to the United States by China. ; 


Senator Monroney. Is Mr. Beale of the State Department here? 

Thank you, Mr. Beale, for being with us. You have a prepared 
statement I believe. 

Mr. Beate. I do. 

Senator Monroney. We will be glad to have you read it. 


STATEMENT OF W. T. M. BEALE, ACTING ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Beate. Thank you very much, Mr. Chairman. 

.I would like to add the support of the Department of State to the 
recommendation by the Secretary of Commerce that the Export Con- 
trol Act of 1949, as amended, be continued for another 2 years. The 
Department of State is: in full accord with the statement by Mr. 
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Smith before this committee explaining the need for continuation of 
export control authority beyond June 30. An affirmative Depart- 
ment report on S. 3093 was submitted to this committee by letter 
dated March 7, 1958. 

' The Department of Commerce has responsibility for the adminis- 
tration of the export controls and has described the history and func- . 
tioning of the system. The Department of State is principally con- 
cerned with the objectives and impact of these controls from the 
standpoint of our international relations. 

The Department believes that continuation of the Government’s 
authority to regulate exports of commodities and technical data for 
reasons of short supply or national security is desirable in furtherance 
of United States foreign policy objectives and in fulfilling certain of 
the Government’s international responsibilities and commitments. 
While the United States has a traditional policy of seeking to promote 
trade and of avoiding undue interference with private enterprise, ex- 
ceptional circumstances may arise from shortages or from inter- 
national developments which require limited controls on exports in 
the national interest. 

In circumstances of critical shortages the Department is concerned 
that limited supplies available for export be apportioned equitably to 
: - meet as far as possible the minimal needs of friendly foreign countries 
with least distortion to their national economies. 

: Fortunately, the need to control exports to protect the domestic 

: economy from excessive drains of scarce materials has been very 
limited since the- cessation of hostilities in Korea, and it is not ex- 
pected to be. significant in the foreseeable future. "However, standby 
control authority is needed as a protection, chiefly of a contingent 
nature, against any future clear-cut scarcity situation. 

The ‘Department understands that the administration of the Export 
Control Act respecting short-supply situations will continue to be in 
agreement with the Government’s policies of maximum reliance on 
market forces to effect demand and supply adjustments and of 
maintaining only the degree of economic controls essential to achieve- 
ment of nation al objectives. 

Even though it is expected that export controls for scarcity reasons 
will be required only in rare instances and for limited periods of time, 
continuation of authority provided for this purpose is desirable. 

The Export Control Act provides part of the legislative framework 
for the Government’s economic defense policy, which seeks to deny 
the acquisition of strategic goods by the European Soviet-bloc coun- 
tries and imposes an embargo on commercial transactions with 

- Communist China and North Korea. The policy is responsive to the 
tense world situation created by the threatening actions of the Sino- 
Soviet bloc, and it is in the interest of this country and the free world 
to be able to continue these defensive measures so long as the present 
world tension continues. 

The United States has been associated for a piiaione of years with 
other major trading nations of the free world in a multilateral approach 
to this international problem. The program of economoic defense 
has ‘progressed simultaneously with the cooperative program of 
military defense and is intended to insure that trade conducted with 
the bloc countries serves the real economic and security interests of 
the free world. 
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’ |The proposed legislation would not only enable the United States 
to maintain its own export controls but would also be of material 
help to the United States in obtaining the continued cooperation of 
other free world countries in carrying out similar measures. The 
policy of the United States Government, as stated in the act, has 
served as the basis for negotiations with other countries whose coopera- 
tion has been sought in maintaining an effective trade control program. 

The act has sufficient flexibility to permit any necessary changes in 
the scope or direction of export controls to take account of changing 
conditions in the domestic supply situation or in international develop- 
ments affecting the national interest. It also provides for ready 
termination of either short-supply or security controls in advance of 
the specified termination date of the legislation at any time these 
controls should cease to be needed. 

Thank you, sir. 

Senator Monroney. Thank you very much, Mr. Beale. 

Let me ask you a question which I think would have been more 
properly directed to you rather than the previous witness. 

In denying through our export controls so-called strategic or * 
critical materials, would you say from the State. Department view- 
_ point that we cause the creation of a basic supply potential in Com- 
munist countries? In other words, by denying the product of our 

lants, do we not then lose the future opportunity of controlling these 
items when they might become critically needed, when the products 
might become critically needed by the Communist countries, but 
_ because we have denied them when they were not so gravely needed 
we have created these very production facilities within the Communist 
Iron Curtain countries? 

Mr. Beate. Mr. Chairman, I was very much interested when you 
were addressing the question to Mr. Smith. I have heard it argued 
on both sides in the past, and I regret ‘to say I have never heard a 
resolution-of the probes that you present. 

’ Senator Monroney. It is a rather fundamental matter of long- 
range strategy, is it not—-whether we would be better off to yield the 
mere products of the plant, rather than create the necessity for the 
installation of production facilities within the Iron Curtain countries? 

I am speaking specifically of Red China, which is a blackout as far 
as our knowledge goes of their economy and their defense potential 
and their strategic minerals and all the rich wealth of the Orient that 
apparently is within that great land mass. Certainly in certain things 
such as diamond bort and powders or nickel or other things that are. 
now embargoed, such as various types of aluminum alloys, this tech- 
nology i is known worldwide. I mean we would be completely maintain- 
ing a fiction to say that in that field. anything i is denied the Russian 
scientists or engineers. 

Are we not then creating a need to create capacity to produce these 
things for their economy and for their war potential; by forcing the 
development of those plants within the Iron Curtain countries? 

Mr. Beaue. As I said, Mr: Chairman, I have heard the point 
argued, but I would say that the thesis has not been sufficiently demon- 
strated within the Department to have led to the complete conclusion 
that it might—— 

Senator Capenarr. Will the Senator yield? 

Senator Monroney. Yes. 
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Senator Carnnart. I think the problem there is: Would they accept 
our exports and still at the same time build the facilities? I think, the 
question to be resolved is: If we sold them everything they wanted, 
would they then never manufacture the things we were willing to sell 
them? We do not know. ; 

Senator Monrongy. They will have- 

Senator Capenart. We might sell them for a period of time and 
then they in the meantime would set up the manufacturing plants. 





_ I think that is the problem. 


Senator Monroney. They are certain to have to set up the plants 
if we do not sell them. 

Senator Capgenart. That is right. If we do not sell them, they will 
have to set up to manufacture. If we do sell them, will they still set 


_ it up? 


Senator Monroney. I think it will be in the order of their priority 
and need and use if they are as logical as they seem to be in their 
economic development. 

The point I am making is that I think probably the victory in the 
cold war will turn-on the economic front. 

When the United States was crippled with overpricing of foreign 
exports and shortage of supplies of things that we needed, we built 
an industrial plant, and, having built it, we expanded it. . Now, will 
Russia follow the same pattern that we followed—and I am sure they 
will regardless of this act—and create an expanding industrial economy 
that aher a while will be very injurious to us in world trade? 

In other words, we cannot hope to quarantine a better mousetrap 
or a better-oil drill bit or a better jet motor from the rest of the world 
if Russia develops it. 

Mr. Beate. Mr. Chairman, I would feel that it would come down 
to a basic question of how the Soviets, let’s say, or even the Chinese, 
wished to allocate their total resources, because they have at any given 
period of time only so many resources, either in raw materials or labor, 
and their decision as to whether they will put them to one use or the 
other would, of course, depend upon whether they could obtain the 
same or equivalent results. from importing resources from other 
countries. 

So that the export by the United States might, in fact, relieve them 
of the necessity of directing resources in one field and enable them 
to put it into the other. 

nator Monroney. In other words, they are going to be building 
resources as they go along. Their progress in industry has shown it. 
I guess Sputniks | and II gave us the cheapest bloody nose we have 
ever had. I think it shook us out of this carryover from the days of 
the early years of Trotsky and Lenin to the days now when we are. 
talking about billion dollar. scientific bills to catch up with the Russians 
in technology and science in many fields. 

I am not one who agrees that they have surpassed us in more than a 
few fields, byt they are certainly on the go in all fields. 

The maintenance of outdated quarantines of our products which 
they can readily build sometimes can be dangerous to us, I think, first 
in holding back our economy by the denial of a world trade, and sec- 
ondly, by creating a production facility which if the cold war ever 
eases will give great competition, under a controlled economy, that 
will cause havoc in the world markets. 








EXPORT CONTROL ACT EXTENSION . 37 


Mr. Beate. Well, sir, at the present time I think it is safe to 


‘ assume that their resources both in people and raw materials and 


certainly’ in machinery are limited, although perhaps extensive. 
Therefore, they must direct those limited resources to certain areas. 

For example, they have chosen now not to direct it into consumer 
industries as such. 

Senator CapeHart. Mr. Chairman, | would like to ask Mr. Smith 
or anyone here this question. I notice here we import a lot of benzene 
from Eastern Europe. Do we produce any benzene in the United 
States, and if so, how much? 

Mr. Smiru. I am afraid I cannot give you the statistics on that 
Senator Carenart. I would like to know why we import so cull 
The table on page 47 of your last quarterly report shows that we 
imported $5 million worth of benzene from Russia and $4 million 

worth from the rest of Eastern Europe in the first 9 months of 1957. 

Mr. Smiru. Because there is the demand for it. I cannot say 
what the demand is, but I would be glad to give you the information. 

Senator CaprHart. Get me the history of it, will you, and why we 
import so mucli? 

Mr. Smiru. | would be glad to. 

(The information referred to follows :) 


MEMORANDUM ON BENZENE 


The following statement was prepared by the committee staff on the basis of 
information submitted by the Department'of Commerce. 

Benzene (CsHe) is a cyclic or aromatic hydrocarbon, produced from coal, gas, 
or petroleum, and having many uses as a basic industrial chemical. 

Benzene is to be distinguished from benzoin, a resin obtained from styrax 


’ benzoin (a tree of Sumatra and surrounding regions). Benzene is also to be dis- 


distinguished from benzin (sometimes spelled ‘“benzine’’), the word used to describe 
a low boiling fraction of petroleum distillate composed of a number of acyclic 
chemicals. Benzin is a mixture of allophatic or acyclic hydrocarbons, used as a 
dry cleaner, degreaser, light fluid, ete. 

The spe ling “‘benzene”’ is used to describe the cyclic or aromatic hydrocarbon 
(CeHe6), whether the product of coal tar, natural gas or petroleum, and no dis- 
tinction is made commercially on the basis of the source of the benzene. 

The sources of United States chemical grade benzene in recent years have been 
as follows: 

a gallons] 


Total Coke oven operators Tar distillers Petroleum operators 
United we sasnaiaenlecteapeesianisuiesinsace piansleaiisctetiaal a ane 
Imported States 
produc- | Produc- | Capacity | Produc- | Capacity | Produc- | Capacity 
tion tion tion tion 
ithaca asihaineteamesasincigs dlp hina }—— of pieces ctahaientoinitina ll acenieinaiadea itp 
1945... 32.6 156. 2 126.7 29. 5 ,. ® 
1946... - 2.4 136. 3 109. 7 | 26. 6 | as ee 
1947... 1.1 167.6 145.0 | 22.6 | | (‘) | 
1948... 2.3 173.9 150. 0 | 23.9 | | (') } 
1949. _ 2.9 133. 2 122.7 | 10.5 Be in 
1950 be 23. 3 186. 2 154. 5 | 21.6 10.1 
1951. 68.5 265. 7 172.8 175, 2 | 60.3 98. 5 32. 6 10. 8 
1952... : s 43.7 251.6 155. 1 | 61.0 35. 5 hcomtbe 
1953_ - - <a 20.6 275.7 177.6 $2.1 66.0 
ee ken 12.2 256. 8 139. 4 25. 5 7:9 8.2... , 
ase 32.0 307. 4 174.2 196. 2 34. 6 103. 9 98. 6. 125. 4 
1956 _ . - a 69. 5 * 336. 6 174. 4 50. 6 ats Se Bh cehnediile 
Se itewsech ancun 55.3 325. 1 180. 2 33.3 ected 111.6 : 
| 


1 Not available. 
Source: Tariff Commission, except for figures on capacity. 
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Benzene is an important chemical and forms the backbone of a large segment of 
the organic chemicals industry. Before World War II a large part of the benzene 
produced was used in motor fuel to increase the octane rating. Since then, 
benzene has been used for the roduction of a number of synthetic chemicals used 
in almost every phase of industry: Synthetic’ phenol for’ plastics, “tmedivinals, 
petroleum refining, dyestuffs, disinfectants, and explosives; aniline for dyestuffs, 
medicinals, photographic chemicals, rubber processing chemicals, etc.; nylon for 
fabrics; styrene for synthetic rubber and plastics; maleic anhydride for plastics 
and protective coatings; resorcinal for glue for plywood; synthetic detergents for 
wetting agents e-:d soap substitute; DDT for insecticides. 


Cononmnpiion of | benzene 


| 





Percentage by| By millions of 
use, 1953 | | gallons, 1955, 








| estimated 

Monochlorobenzene. -_-........-.----- cearee 1.1 h 9.5 
SS AG Ee ee hes la chien de 2.7 | +7 
Aniline___- 5.7 | 13.5 
ee anhydride and acid_- 2.7 | 6.0 

Rll iki: didn china dpb seb abbas 6onbnr Sash <5 4 | 19.7 | 56.0 
aeprns eee. PeLDe Spe ie. anioe up aebcs oe 40. 2 | 98. 0 
Benzene hexachloride..................-.--.---.-- Biba eek 2.1 | 5.0 
DD eee ere Cate tk Sa a 3.5 | 8.5 
Synthetic detergents... Dh iss acetic s tetas s Alb ates 7 Sty 9.8 | 24.0 
Solvents... scAiibeicns wie acidbm ile aah a nie stei=pe boats ie dia 1.1 '} 42.5 
SG eae ee ck bet ie Silene a tcbwdadusaa ngs sabe is een 11.4 | — 

plea atin Scthsaukn kdeoneetoas : “100. 0 | 263.0 - 





Nore.—Consumption survey for 1953 represents 242.2 million neaibees. 
Source: Business and Defense Services Administration, U. 8S. Department of Commerce. 


Benzene is in surplus in Poland and the U.S. S. R. as a result of their present 

high rate of steelmaking and the consequent activity in the coking of coal. 
his benzene production results in imports into the United States because of its 
availability at prices lower than comparable United States production. 

Senator Capenart. That is all I have. 

Senator Monroney. We will go into executive session. Thank 
you very much, Mr. Beale. Thank you, Mr. Smith, for your appear- 
ance before this committee. 

(Whereupon, at 11:30 a. m., the subcommittee recessed, subject to 
the call of the chairman.) 
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